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Part 1. FINANCIAL INFORMATION

Item 1. Financial Statements

Caterpillar Inc.
Consolidated Statement of Results of Operations
(Unaudited)
(Dollars in millions except per share data)
Three Months Ended
March 31,
2004 2003

Sales and revenues:

Sales of Machinery and ENGINES...........c..cc.icieiiiiiieiesieies sttt ses $ 6,002 $ 4424

Revenues of FINancial ProdUCES............coirncceeesesesee ettt 465 397

TOtal SAIES AN FEVENUES ......cocveieircecieiet ittt s b 6,467 4,821
Operating costs:

(070 0] 0o ToT0 STK:To][o ST 4,699 3,630

Selling, general and adminiStrative EXPENSES ..........cviuririrririerieiriresseseeeees s ssesees 724 570

Research and developmeNnt EXPENSES ......c.cviuiuriieriicieeeie ettt ss s 214 152

Interest expense of Financial PrOQUCES .........ccceuiiieiicsccsee et 118 120

Other OPErating EXPENSES .......c.vvvreueerereiceres et eeee st ee bbb bbb s bbb s en s 138 127

TOtal OPEIAtiNG COSES .....curverireireicieereiet sttt ettt s ettt ns e 5,893 4,599
OPErating Profit...........cccocoiiiiiiiee bbb 574 222

Interest expense excluding Financial PrOAUCES ..........cccvveriienicsseceeesee s 57 66

Other iNCOME (BXPENSE).....cvuvrvreeereieereieireeeeree ettt sttt ss bbbttt 47 18
Consolidated profit Defore taxes ..o 564 174

Provision for iNCOME tAXES ..ottt 158 49

Profit of consolidated COMPANIES ..........coveuiirieiiree e 406 125

Equity in profit (loss) of unconsolidated affiliated COMPaNIes...........cooevevienncicree e, 6 4
POFIf..... bbbttt $ 412 $ 129
Profit Per COMMON SNATE..............coovuuiiiriieic s $ 120 $ 037
Profit per common share - diluted T ... $ 1.16 $ 037
Weighted average common shares outstanding (thousands)

S BASIC ... R bR e 342,612 344,316
SDHIUEEA T .o R e 355,736 346,826

Cash dividends declared per COMMON ShAre..............cocoeriurerrereereinen e $ - $ -

' Diluted by assumed exercise of stock options, using the treasury stock method.
See accompanying notes to Consolidated Financial Statements.




Caterpillar Inc.
Consolidated Statement of Changes in Stockholders' Equity
For the Three Months Ended
(Unaudited)
(Millions of dollars)

March 31, March 31,
2004 2003
Common stock
Balance at beginning of PEMOd ...........cc..eevevciieeieeecise e $ 1,059 $ 1,034
Common shares issued from treasury StOCK ..........corerrerererineneneeres e 42 (1)
Balance at end of PEHOG.........ccovuiiiiiieeicieecc et 1,101 1,033
Treasury stock:
Balance at beginning 0f PEMIOd ..........covrruririreninerere e eeees (2,914) (2,669)
Shares issued: 03/31/04 — 1,350,091; 03/31/03 = 197,747 ......ovevenernernernernereereinenns 35 5
Shares repurchased: 03/31/04 — 3,210,000; 03/31/03 = 0....ocvuveerreeerienieireneeireseeeeees (250) -
Balance at end 0f PEFIOT .........coiriiiriericiriec et (3,129) (2,664)
Profit employed in the business:
Balance at beginning of PEriOd ..o 8,450 7,849
PIOfI. ..ttt 412 $ 412 129 $ 129
DivIdENdS dECIArEA .......uevieeicicieei ettt - -
Balance at end 0f PEMOT.........ccviriiiriiriririecs s 8,862 7,978
Accumulated other comprehensive income:
Foreign currency translation adjustment:
Balance at beginning Of PEHOG............coveiririinirrie s 348 86
Aggregate adjustment for PEFOT..........coivevrieieiecie st 2 2 54 54
Balance at end 0f PEHOT .........cocueieiiirieiccse et 350 140
Minimum pension liability adjustment - consolidated companies:
Balance at beginning of period (net of tax of: 03/31/04 - $383; 03/31/03 - $82)............ (934) (771)
Aggregate adjustment for PEFOT..........ceuiveieiereieee e - - -
Balance at end of period (net of tax of: 03/31/04 - $383; 03/31/03 - $82) ...........cc.u...... 934 7
Minimum pension liability adjustment - unconsolidated companies:
Balance at beginning Of PEMOG...........cvureerrerceneereirreiseeseeseese e sseseses (48) (37)
Aggregate adjustment fOr PEIIOG...........cvererrirenerrrerereereee e (1) )] (1) ()
Balance at end 0f PEHOT .........c.cccieiiieiieiccece e (49) (38)
Derivative financial instruments:
Balance at beginning of period (net of tax of: 03/31/04 - $54; 03/31/03 - $4)................ 104 1
Gains/(losses) deferred during period (net of tax of: 03/31/04 - $11; 03/31/03 - $12)... 21 21 (23) (23)
(Gains)/losses reclassified to earnings (net of tax of: 03/31/04 - $5; 03/31/03 - $4) ..... (10) (10) 8 8
Balance at end of period (net of tax of: 03/31/04 - $60; 03/31/03 - $4) ......ccovvvervrerenne 115 4)
Available-for-sale securities:
Balance at beginning of period (net of tax of: 03/31/04 - $7; 03/31/03 - $17)............... 13 (31)
Gains/(losses) deferred during period (net of tax of: 03/31/04 - $3; 03/31/03 - $3)....... 6 6 (5) (5)
(Gains)/losses reclassified to earnings (net of tax of 03/31/04 - $1; 03/31/03 - $1) ...... (1) (1) 1 1
Balance at end of period (net of tax of; 03/31/04 - $10; 03/31/03 - $19) ......coevvvrrrnncn. 18 (35)
Total accumulated other comprehensive inCOMe ............c.cccccccvvviericicceisce e 500 708
COMPTENENSIVE INCOME .....ovoveiiriieiiesiesissis sttt ettt $ 429 $ 163
Stockholders' equity at end of Period..............ccccovveerniiieeieiierse s $ 6,334 $ 5,639

See accompanying notes to Consolidated Financial Statements.




Caterpillar Inc.
Consolidated Statement of Financial Position
(Unaudited)
(Millions of dollars)

March 31, December 31,
2004 2003
Assets
Current Assets:
Cash and short-term iNVESIMENES............cccceeeiicceeeeccee e $ 368 $ 342
Receivables - trade and Other ............cceeieiiecccceee e s 3,751 3,666
RECEIVADIES = fINANCE ...ttt es 7,989 7,605
Deferred and refundable iNCOME tAXES .....cvvvevevircececee et 729 707
Prepaid EXPENSES ..ottt 1,351 1,424
INVENIOMIES ...ttt ettt b e sttt bese s e ettt e sn e s 3,678 3,047
TOtAl CUITENE SSELS ......vveveeie ettt sttt sttt ae b b s seeeas 17,866 16,791
Property, plant and equipment - NEL ... e 7,153 7,290
Long-term receivables - trade and Other ... 109 82
Long-term receivables - INANCE ..o 7,972 7,822
Investments in unconsolidated affiliated COMPANIES ...........coevvvevriicriiricerce e, 817 800
DEfErred INCOME TAXES ......cucvivivircieieiceeeeete ettt ettt bbb b bane 585 616
INTANGIDIE BSSELS.....ovcvicecieiccce bbb 234 239
GOOAWIIl. ..ttt ettt a bbb bbbt s s st ettt bt n s 1,400 1,398
OFNEI @SSBES ...ttt ettt ettt bbbt b bttt 1,722 1,427
TOAL ASSEES ...ttt sttt s st nen $ 37,858 $ 36,465
Liabilities

Current liabilities:
Short-term borrowings:

Machinery and ENGINES .........ccvvcveiiieieeieseeess ettt 163 72
FINaNCial PrOGUCLS ........c.cviiieiiirieiciscecise ettt 2,773 2,685
ACCOUNES PAYADIE ...ttt 3,309 3,100
ACCTUEH BXPENSES ....voveeviscteiseee sttt bbbt st bbb bbb bbb ntes 1,636 1,638
Accrued wages, salaries and employee benefits ...........ocvveeviiceiecscce e 1,644 1,802
DivIdeNds PAYADIE ........cvoviveiiieeisrce s - 127
Deferred and current income taxes payable ...........cccveeriereiercnee s 271 216
Long-term debt due within one year:
Machinery and ENGINES .........cccieuriceiieceie et 6 32
FINaNCial PrOQUCTS ........coucviieieiieescs st 3,398 2,949
Total CUrrent HaDIlIIIES ........c.evveeiee s 13,200 12,621
Long-term debt due after one year:
Machinery and ENGINES .........cccieuriieiiecesse ettt 3,660 3,367
FIiNaNCial PrOGUCTS ........couvviiieicirceicisecsce sttt 10,910 10,711
Liability for post-employment BENEfitS ...........coovieriiceniicees e 3,222 3,172
Deferred income taxes and other labilities. ..o 532 516
Total LIabilIfIeS ..ot 31,524 30,387
Stockholders' Equity

Common stock of $1.00 par
Authorized shares: 900,000,000

Issued shares: (03/31/04 and 12/31/03 - 407,447,312) at paid in amount ..................... 1,101 1,059
Treasury stock (03/31/04 — 65,545,181 shares; 12/31/03 — 63,685,272 shares) at cost .... (3,129) (2,914)
Profit employed in the DUSINESS.........c..ccvieiiiriree s 8,862 8,450
Accumulated other comprehensive INCOME........cccvviviiiiceees s (500) (517)

Total Stockholders' EQUILY .............cccoviriiniriiiscsees st 6,334 6,078
Total Liabilities and Stockholders’ EQUIty ............c..cccovinirininnnsecsescsesesees § 37,858 $ 36,465

See accompanying notes to Consolidated Financial Statements.
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Caterpillar Inc.
Condensed Consolidated Statement of Cash Flow
(Unaudited)
(Millions of dollars)

Three Months Ended
March 31,

Cash flow from operating activities: 2004 2003
Profit $ 42 $ 129
Adjustments for non-cash items:

Depreciation and amortization............ccoeurncerricrreereer e 350 332

OB bbb bbbttt (37) 17
Changes in assets and liabilities:

Receivables - trade and Other ...........ccceiiericcce e (197) (115)

INVENTOMIES ...t (631) (301)

Accounts payable and aCCrUEd EXPENSES ........vururerererereerirerrererereeseseesereeseeseseeseseseesesensaseees 260 248

OhEI = NEBL ..ottt bbbttt bbb tns (59) (92)

Net cash provided by operating aCtiVItIES..........ccoveverierriiiceice s s 98 218

Cash flow from investing activities:

Capital expenditures - excluding equipment leased t0 Others...........ccovevvencnenercenereene (106) (86)
Expenditures for equipment leased t0 Others...........ccvrrinnc e (240) (261)
Proceeds from disposals of property, plant and equiPmMENt .........ccoovverirrninenesereeseeeeens 206 160
Additions 0 fiNANCE FECEIVADIES ..ot (4,812) (3,386)
Collection of fiNANCE FECEIVADIES ..........cvierieiercee e 3,854 2,995
Proceeds from the sale of finance receivables............ocvice s 264 269
Investments and acquisitions (net of cash acqUIred) ..........ccverrerirenieneee s (13) (17)
OFNEI = NBL bbb (65) (40)
Net cash used for INVESHING CHVILIES .........cvvveiierieeiriecss s (912 (366)
Cash flow from financing activities:
DIVIABNGAS PAIA.......cvvvivrivieciiisiicetsie sttt st bbbt (127) (120)
Common stock issued, including treasury Shares reiSSUE ..., 69 -
Treasury Shares PUFCNASET. .......c.ceuu ittt e (250) -
Proceeds from long-term debt iISSUET ........c.vuviririiierirrircre s 1,808 2,053
Payments on 1ong-term debt ...........ccvieicce s (913) (985)
Short-term DOIOWINGS = NEL........coveiiieire e 220 (7173)

Net cash provided by financing @CHVItIES ..o s 807 175

Effect of exchange rate changes 0n Cash ..o s 33 9

Increase in cash and short-term investments................coooooii 26 18

Cash and short-term investments at beginning of PErod...........cocviriiririnirerres e 342 309

Cash and short-term investments at end of PEriod .........cc.ccovveieveieieeeececeeee e $ 368 $ 327

All short-term investments, which consist primarily of highly liquid investments with original maturities of three months or

less, are considered to be cash equivalents.
See accompanying notes to Consolidated Financial Statements.




1.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

A. Financial Statement Presentation

In the opinion of management, all adjustments, consisting only of normal recurring adjustments necessary for a fair presentation of
(a) the consolidated results of operations for the three-month periods ended March 31, 2004 and 2003, (b) the changes in
stockholders' equity for the three-month periods ended March 31, 2004 and 2003, (c) the consolidated financial position at March
31, 2004 and December 31, 2003, and (d) the consolidated statement of cash flow for the three-month periods ended March 31,
2004 and 2003, have been made. Certain amounts for prior periods have been reclassified to conform to the current period
financial statement presentation.

In the second quarter of 2003, we revised our policy regarding the classification of certain costs related to distributing replacement
parts. Prior period amounts have been revised to conform to the new classification. The amount reclassified from selling, general
and administrative expenses to cost of goods sold was $106 million for the three months ended March 31, 2003. The
reclassification had no impact on operating profit.

The December 31, 2003 financial position data included herein is derived from the audited consolidated financial statements
included in the Company's annual report on Form 10-K for the year ended December 31, 2003.

B. Nature of Operations

We operate in three principal lines of business:

(1) Machinery - A principal line of business which includes the design, manufacture and marketing of construction, mining and
forestry machinery - track and wheel tractors, track and wheel loaders, pipelayers, motor graders, wheel tractor-scrapers,
track and wheel excavators, backhoe loaders, mining shovels, log skidders, log loaders, off-highway trucks, articulated
trucks, paving products, telescopic handlers, skid steer loaders and related parts. Also includes logistics services for other
companies.

(2) Engines - A principal line of business including the design, manufacture and marketing of engines for Caterpillar machinery,
electric power generation systems; on-highway vehicles and locomotives; marine, petroleum, construction, industrial,
agricultural and other applications; and related parts. Reciprocating engines meet power needs ranging from 5 to over
22,000 horsepower (4 to over 16 200 kilowatts). Turbines range from 1,600 to 19,500 horsepower (1 000 to 14 500
kilowatts).

(3) Financial Products — A principal line of business consisting primarily of Caterpillar Financial Services Corporation (Cat
Financial), Caterpillar Insurance Holdings, Inc. (Cat Insurance) and their subsidiaries. Cat Financial provides a wide range of
financing alternatives for Caterpillar machinery and engines, Solar gas turbines, as well as other equipment and marine
vessels. Cat Financial also extends loans to customers and dealers. Cat Insurance provides various forms of insurance to
customers and dealers to help support the purchase and lease of our equipment.

Our Machinery and Engines operations are highly integrated. Throughout the Notes, Machinery and Engines represents the
aggregate total of these principal lines of business.



C. Stock-Based Compensation

We use the intrinsic value method of accounting for stock-based employee compensation in accordance with Accounting Principles
Board Opinion No. 25, "Accounting for Stock Issued to Employees." Therefore, no compensation expense is recognized in
association with our options. Pro forma net profit and profit per share were:

Three Months Ended
March 31,
(Dollars in millions except per share data) 2004 2003
Profit, 88 TEPOMEM ........ceuevcvecvceevee ettt st senes $ 412 $ 129
Deduct: Total stock-based employee compensation expense determined
under fair value based method for all awards, net of related tax effects.........cccccoevennes (18) (18)
PrO fOM@ PrOfit ..o ettt $ 394 $ 111
Profit per share of common stock:
As reported:
BASIC ..ottt $ 1.20 $ 037
DiIUEEA ..o e $ 1.16 $ 037
Pro forma:
BASIC.....cvvicviteictte ettt bbbt $ $ 032
DUEBA ..ottt n s $ $ 032

The results for the three-month period ended March 31, 2004 are not necessarily indicative of the results for the entire year 2004.

Environmental and Legal Matters

The company is regulated by federal, state, and international environmental laws governing our use of substances and control of
emissions in all our operations. Compliance with these existing laws has not had a material impact on our capital expenditures,
earnings, or competitive position.

We are cleaning up hazardous waste at a number of locations, often with other companies, pursuant to federal and state laws.
When it is likely we will pay clean-up costs at a site and those costs can be estimated, the costs are charged against our earnings.
In doing that estimate, we do not consider amounts expected to be recovered from insurance companies and others.

The amount accrued for environmental clean-up is not material and is included in "Accrued expenses" in the Statement of Financial
Position. If a range of liability estimates is available on a particular site, we accrue at the lower end of that range.

We cannot estimate costs on sites in the very early stages of clean-up. Currently, we have five sites in the very early stages of
clean-up, and there is no more than a remote chance that a material amount for clean-up will be required.

Pursuant to a consent decree Caterpillar entered with the EPA, the company was required to meet certain emission standards by
October 2002. The decree provides that if engine manufacturers were unable to meet the standards at that time, they would be
required to pay a Non-Conformance Penalty (NCP) on each engine sold that did not meet the standard. The amount of the NCP
would be based on how close to meeting the standard the engine came - the more out of compliance the higher the penalty. The
company began introduction of fully compliant ACERT engines in 2003 and by the end of 2003 Caterpillar was only producing fully
compliant engine models. As a result, NCPs are not payable for any engines built in 2004. The company’s first quarter 2004
operating profit was favorably impacted by $49 million due to the absence of NCPs that were recorded in the first quarter 2003.

In addition, the consent decree required Caterpillar to pay a fine of $25 million, which was expensed in 1998 and to make
investments totaling $35 million in environmental-related products by July 7, 2007. Total qualifying investments to date for these
projects are $30 million, of which $1 million was made through the first quarter of 2004. A future benefit is expected to be realized
from these environmental projects related to Caterpillar's ability to capitalize on the technologies it developed in complying with its
environmental project obligations. In short, Caterpillar expects to receive a positive net return on the environmental projects by
being able to market the technology it developed.



We are a party to litigation matters and claims that are normal in the course of our operations, and, while the results of such litigation
and claims cannot be predicted with certainty, management believes, based on the advice of counsel, the final outcome of such
matters will not have a materially adverse effect on our consolidated financial position.

On January 16, 2002, Caterpillar commenced an action in the Circuit Court of the Tenth Judicial Circuit of lllinois in Peoria, lllinois,
against Navistar International Transportation Corporation and International Truck and Engine Corporation (collectively Navistar). The
lawsuit arises out of a long-term purchase contract between Caterpillar and Navistar effective May 31, 1988, as amended from time to
time (the Purchase Agreement). The pending complaint alleges that Navistar breached its contractual obligations by: (i) paying
Caterpillar $8.08 less per fuel injector than the agreed upon price for new unit injectors delivered by Caterpillar; (i) refusing to pay
contractually agreed upon surcharges owed as a result of Navistar ordering less than planned volumes of replacement unit injectors;
and (iii) refusing to pay contractually agreed upon interest stemming from Navistar’s late payments. At March 31, 2004, the past due
receivable from Navistar regarding the foregoing was $139 million. The pending complaint also has claims alleging that Franklin
Power Products, Inc., Newstream Enterprises, and Navistar, collectively and individually, failed to pay the applicable price for
shipments of unit injectors to Franklin and Newstream. At March 31, 2004, the past due receivables for the foregoing totaled $12
million. The pending complaint further alleges that Sturman Industries, Inc., and Sturman Engine Systems, Inc., colluded with
Navistar to utilize technology that Sturman Industries, Inc., misappropriated from Caterpillar to help Navistar develop its G2 fuel
system, and tortiously interfered with the Purchase Agreement and Caterpillar's prospective economic relationship with Navistar. The
pending complaint further alleges that the two parties’ collusion led Navistar to select Sturman Engine Systems, Inc. and another
company, instead of Caterpillar, to develop and manufacture the G2 fuel system.

On May 7, 2002, International Truck and Engine Corporation (International) commenced an action against Caterpillar in the Circuit
Court of DuPage County, lllinois that alleges Caterpillar breached various aspects of a long-term agreement term sheet. In its fourth
amended complaint, International seeks a declaration from the court that the term sheet constitutes a legally binding contract for the
sale of heavy-duty engines at specified prices through the end of 2006, alleges that Caterpillar breached the term sheet by raising
certain prices effective October 1, 2002, and also alleges that Caterpillar breached an obligation to negotiate a comprehensive long-
term agreement referenced in the term sheet. International further claims that Caterpillar improperly restricted the supply of heavy-
duty engines to International from June through September 2002, and claims that Caterpillar made certain fraudulent
misrepresentations with respect to the availability of engines during this time period. International seeks damages "in an amount to
be determined at trial" and injunctive relief. Caterpillar filed an answer denying International's claims and has filed a counterclaim
seeking a declaration that the term sheet has been effectively terminated. Caterpillar denies International's claims and will vigorously
contest them. On September 24, 2003, the Appellate Court of lllinois, ruling on an interlocutory appeal, issued an order consistent
with Caterpillar's position that, even if the court subsequently determines that the term sheet is a binding contract, it is indefinite in
duration and was therefore terminable at will by Caterpillar after a reasonable period. Caterpillar anticipates that a trial currently
scheduled for the fourth quarter of 2004 will address all remaining issues in this matter. This matter is not related to the breach of
contract action brought by Caterpillar against Navistar currently pending in the Circuit Court of Peoria County, lllinois.

On August 30, 2002, a World Trade Organization (WTO) arbitration panel determined that the European Union (EU) may impose up
to $4.04 billion per year in retaliatory tariffs if the U.S. tax code is not brought into compliance with an August 2001 WTO decision that
found the extraterritorial tax (ETI) provisions of the FSC Repeal and Extraterritorial Income Exclusion Act of 2000 constitute an export
subsidy prohibited by the WTO Agreement on Subsidies and Countervailing Measures. Since August 2002, the EU has developed a
list of U.S. origin products on which the EU could impose tariffs as high as 100 percent of the value of the product. Negotiations
among EU Member States, the European Commission, and the private sector over which products would be listed were intense. The
EU finalized the list in December 2003 and in March 2004 began to impose retaliatory tariffs of 5 percent on certain U.S. origin goods.
These tariffs will increase 1 percentage point per month to a maximum of 17 percent after one year. The gradual increase in tariffs is
designed to place increasing pressure on the U.S. government to bring its tax laws into compliance with its WTO obligations. Given
the makeup of the final retaliation list, some Caterpillar parts and components will be subjected to these additional tariffs. We do not
believe these tariffs will materially impact our financial results. The company has production facilities in the EU, Russia, Asia, and
South America. Products sold into the EU from these plants are not affected by this retaliatory tariff. Congress is currently under
increasing pressure to repeal ETI. We cannot predict how the U.S. legislative process will affect the company’s 2004 income tax
liability. Although we don’t expect a material impact, it is possible that enacted changes in legislation could significantly lower our
expected 2004 export benefits.



4. Inventories

Inventories (principally "last-in, first-out" method) comprise the following:

(Millions of dollars) March 31, December 31,
2004 2003
RAW MELEIIAIS .....ceoeeeeeeeeeeee et et ettt e st st e s aenenesesesee et en e eneneesenennenenerene $ 1,268 $ 1,105
WOTK-INPIOCESS. ....evvvtieieeceecctcte ettt bbbt bbbttt aes 552 377
FINISNEA GOOAS ... 1,655 1,381
SUPPIES ..ttt et bbb bbbttt nas 203 184
TOtAl INVENONES ...ttt sees $ 3,678 $ 3,047

5. Intangible Assets and Goodwill

Intangible assets are comprised of the following:

March 31, December 31,
(Millions of dollars) 2004 2003
INtENECLUAI PrOPEILY .....cvovecvevecicicic et $ 125 $ 126
PenSION-TEIATEA. .........ceeeieecr e 157 157
Total intangible @SSEtS - GrOSS.......ccuirierieirreier e 282 283
Less: Accumulated amortization of intellectual property........cccoceveveeviveesiieesieenns (48) (44)
INtANGIDIE BSSELS = NEL.......cececeeecereireere et $ 234 § 239

Amortization expense for the three months ended March 31, 2004 and 2003 was $4 million and $3 million, respectively.
Amortization expense related to intangible assets is expected to be:

(Millions of dollars)
2004 2005 2006 2007 2008 Thereafter

$ 16 $ 14 $ 14 $ 12 $ 8 $ 13

During the three months ended March 31, 2004 and 2003, no goodwill was acquired, impaired or disposed.



Unconsolidated Affiliated Companies

Our investment in affiliated companies accounted for by the equity method consists primarily of a 50% interest in Shin Caterpillar
Mitsubishi Ltd. (SCM) in Japan. Combined financial information of the unconsolidated affiliated companies accounted for using the
equity method (generally on a three month lag, e.g., SCM results reflect the periods ending December 31) was as follows:

Results of Operation

Three Months Ended
March 31, March 31,
(Millions of dollars) 2004 2003
SAlES ...ttt ettt $ 813 $ 713
070 LS 0 T =TT 629 569
GIOSS PIOfIL...v.vecvecvecicvees ettt ettt ettt $ 184 $ 144
PO vttt sn e neeees $ 17 $ 8
Caterpillar's Profit .........ccevevereeeeeeecee ettt nes $ 6 $ 4

Financial Position

March 31, December 31,
(Millions of dollars) 2004 2003
Assets:
CUITEBNE @SSELS .....v.cvvvvecieiecicie ettt $ 1,613 $ 1,494
Property, plant and equipment - net 1,047 961
OFNEI @SSBES ...ttt 199 202
2,859 2,657
Liabilities:
CUITENt lIADIIIIES ... et 1,414 1,247
Long-term debt due after one year 314 343
Other TADIIHIES .....v.vveveceeiceeieceee et 263 257
1,991 1,847
OWNEISNID.....coocvicvicverie ettt ettt e sttt st s s seneen $ 868 $ 810
Caterpillar's investment in unconsolidated affiliated companies
Investment in equity method COMPANIES ........overerrerrerreeireceereesereeseee s $ 460 $ 432
Plus: Investment in cost method COMPANIES .........c.ocovrevenieincinienerce e 357 368
Total investment in unconsolidated affiliated companies ...........cococovrericcrieene. $ 817 $ 800

Segment Information

Caterpillar is organized based on a decentralized structure that has established accountabilities to continually improve business focus
and increase our ability to react quickly to changes in both the global business cycle and competitors' actions. Our current structure
uses a product, geographic matrix organization comprised of multiple profit center and service center divisions.

We have developed an internal measurement system, which is not based on generally accepted accounting principles (GAAP), that is
intended to motivate desired behavior and drive performance rather than measure a division's contribution to enterprise results. It is
the comparison of actual results to budgeted results that makes our internal reporting valuable to management. Consequently, we
believe that segment disclosure based on Statement of Financial Accounting Standards No. 131 (SFAS 131) "Disclosures about
Segments of an Enterprise and Related Information" has limited value to our external readers. As a result, in addition to the required
SFAS 131 compliant segment information presented below, we are continuing to disclose GAAP-based financial results for our three
lines of business (Machinery, Engines, and Financial Products) in our Management's Discussion and Analysis beginning on page 17.



We made several changes to our segment reporting methodologies in the first quarter of 2004. Most notable are a change in the
current cost methodology used to value inventory and cost of sales and a change in the manner that interest expense is charged to
profit centers. In addition, certain corporate costs that were charged to segments in prior years are now reported as reconciling items.
Prior year amounts have been restated to conform to the new methodology.

Business Segments
Three Months Ended March 31,

(Millions of dollars)

Financing
&
Insurance Consolidated
Machinery and Engines Services Total
Asial  Construction Latin North
2004 Pacific & Mining EAME | America | Power = America All
Marketing  Products  Marketing Marketing Products Marketing  Other Total
External sales and revenues........ $§ 533 % 138 § 843 § 354 § 1733 § 2037 § 329% 5967 § 532 $ 6,499
Intersegment sales & revenues ... 110 2,821 841 225 1,835 86 600 6,518 - 6,518
Total sales and revenues............. $ 643§ 2959 § 1684 § 579 § 3568 $§ 2123 § 929§ 12,485 § 532 $ 13,017
Accountable profit ............cccoee..... $ 46 $ 310§ 101 $ 50 $ 19 $ 87 § 161 774§ 106 $ 880
Accountable assets at
March 31,2004 ........cooccvvrecrieinenns § 624 8% 2402 $ 1162 § 660 $§ 3,746 $ 103 § 27298 11426 § 20867 § 32,293
Financing
&
Insurance Consolidated
Machinery and Engines Services Total
Asial  Construction Latin North
2003 Pacific & Mining EAME  America Power = America All
Marketing  Products | Marketing Marketing Products Marketing  Other Total
External sales and revenues........ $ 370 § 45§ 687 $§ 235 § 1379 § 1418 § 247 4381 $ 475 $ 4,856
Intersegment sales & revenues ... 79 2,045 536 116 1,426 48 597 4,847 - 4,847
Total sales and revenues............. $ 449 § 2090 $§ 1223 § 351§ 2805 § 1466 $§ 844$ 9228 § 475 $ 9,703
Accountable profit (I0ss) .............. $ 35§ 101§ 52 § 0% 1) 9% 51§ 7% 234 8% 69 $ 303
Accountable assets at
December 31, 2003................cocce. $ 627 § 2190 § 1018 § 692 § 3710 § 293 $§ 2537 § 11,067 § 20,235 31,302
Reconciliation of Sales & Revenues:
Machinery Financing &
and Insurance Consolidating Consolidated
(Millions of dollars) Engines Services Adjustments Total
Three Months Ended March 31, 2004:
Total external sales and revenues from
DUSINESS SEYMENTS.....vvveeee oo $ 5,967 $ 532 $ - $ 649
OO oo 35 (30) (37)M (32)
Total sales and reVENUES ........oooooccccccccceverreresresesnee $ 6,002 $ 502 $  (37) $ 6467
Three Months Ended March 31, 2003:
Total external sales and revenues from
DUSINESS SEGMENTS.....vveeeees oo $ 4,381 $ 475 $ - $ 4856
OO oo 43 (35) (43)M (35)
Total sales and FeVENUES ........ooooocccccccccererrerresesesnen $ 4424 $§ 440 $ (43 § 4821

() Elimination of Financial Products revenues earned from Machinery and Engines.
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Reconciliation of Profit Before Taxes:

Machinery and Financing & Consolidated
(Millions of dollars) Engines Insurance Services Total
Three Months Ended March 31, 2004:
Total accountable profit from business segments ...........cccvevverrrrens $ 774 $ 106 $ 880
Corporate costs (128) (128)
TIMING 1ottt (56) (56)
Methodology differences:
Inventory/cost 0f SAIES ..o (29) (29)
Postretirement benefit eXpense ..., (83) - (83)
FINANCING COSES .....vviriiirieicrie s 18 - 18
Other methodology differences..........cocvveviveninerensesininenens (50) 8 (42)
OFNET et 4 - 4
Total profit DEfOre tAXES .......cc.cvveiviereireeee s $ 450 $ 114 $ 564
Three Months Ended March 31, 2003:
Total accountable profit from business segments .............ccoccrreerreenne. $ 234 $ 69 $ 303
COrPOTAte COSES.....euveuercrreererrieeseisei e (79) (79)
TIMING 1ottt et (18) - (18)
Methodology differences:
Inventory/cost 0f SAIES ..........ccccveuvieeieiiieeiee e 1 1
Postretirement benefit €Xpense ..o (43) (43)
FIiNANCING COSES ....vvvivuiviiiicicieietsie et 19 - 19
Other methodology differences..........ccocveeevenenenenenereineenens (33) 1 (22)
OHNET ..o 13 - 13
Total profit DEfOre tAXES .......cc.ccvveiviireieeesee s $ 94 $ 80 $ 174
Reconciliation of Assets:
Machinery Financing & Consolidating Consolidated
(Millions of dollars) and Engines Insurance Services Adjustments Total
March 31, 2004:
Total accountable assets from business segments $ 11,426 $ 20,867 $ $ 32,293
Items not included in segment assets:
Cash and short-term investments .............cccccovneenee. 220 148 - 368
Intercompany trade receivables ..............cccovreerrenees 378 295 (673) -
Investment in affiliated companies............c.ccceeueee.. 331 - - 331
Investment in Financial Products .............cccocvvnenee. 2,603 - (2,603) -
Deferred income taxes and prepaids 2,657 83 (243) 2,497
Intangible assets and other assets..........c.cccoeuveeee. 2,039 - - 2,039
Service CeNtEr aSSEtS .....vrerererererreereereereereereeeseeees 984 984
Liabilities included in segment assets.........c..ccccoereuneenc. 919 919
Inventory methodology differences..........c.cocveereereineenees (2,148) - - (2,148)
OHNET ..o 424 151 - 575
TOtal @SSELS ... $ 19,833 $ 21,544 $ (3,519) $ 37,858
December 31, 2003:
Total accountable assets from business segments $ 11,067 $ 20,235 $ - $ 31,302
Items not included in segment assets:
Cash and short-term investments .............ccccocveenee. 220 122 - 342
Intercompany trade receivables ..............ccocvvernnne. 572 397 (969) -
Investment in affiliated companies..............ccoeunee. 325 - - 325
Investment in Financial Products ...........ccccveunnee. 2,547 - (2,547) -
Deferred income taxes and prepaids 2,736 77 (228) 2,585
Intangible assets and other assets.............cccouuenee. 1,874 - - 1,874
Service CeNter @ssets .........oovveereerereeeerreneeneeneenens 895 - 895
Liabilities included in segment assets...........ccccovvvvenenee 925 - 925
Inventory methodology differences..........cccccovverrrrirnnee. (2,035) - - (2,035)
O T .ot 84 168 - 252
TOtAl @SSEIS ..uv v $ 19,210 $ 20,999 $ (3,744) $ 36,465
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8.

Available-For-Sale Securities

Caterpillar Insurance and Caterpillar Investment Management Ltd. had investments in certain debt and equity securities at March 31,
2004 that are classified as available-for-sale in accordance with Statement of Financial Accounting Standards No. 115 (SFAS 115)
and recorded at fair value based upon quoted market prices. These fair values are included in "Other assets" in the Statement of
Financial Position. Unrealized gains and losses arising from the revaluation of available-for-sale securities are included, net of
applicable deferred income taxes, in equity ("Accumulated other comprehensive income” in the Statement of Financial Position).
Realized gains and losses on sales of investments are determined using the specific identification method for debt instruments and
the FIFO method for equity securities. Realized gains and losses are included in "Other income (expense)" in the Statement of
Results of Operations.

March 31, 2004

Unrealized

Pretax Net
(Millions of dollars) Cost Basis Gains Fair Value
GOVEINMENE DL ..ot $ 153 $ 1 $ 154
Corporate BONAS .........cueviieirice e s 297 6 303
EQUItY SECUMEIES.....vvivericierieee e 195 19 214
(0] OO $ 645 $ 26 $ 671

December 31, 2003

Unrealized

Pretax Net
(Millions of dollars) Cost Basis Gains Fair Value
GOVEINMENE DL ..ot $ 102 $ - $ 102
Corporate BONAS .........cccueiieciiceeree e 288 3 291
EQUItY SECUMEIES.....vevivevicieiee e 191 21 212
TOMAl ettt s e es e ee s s e $ 581 § 24 $ 605

Investments in an unrealized loss position that are not other-than-temporarily impaired:

(Millions of dollars) March 31, 2004
Less than 12 months (1) More than 12 months () Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
Government debt..................... $ 30 $ - $ - $ - $ 30 $ -
Corporate bonds............ccc..... 55 (1 18 (1 73 2)
Equity securities.........c.ccveenee. 22 - 16 - 38 -
o] - $ 107 $ (1) $ 34 $ (1) $ 141 $ 2

(1) Indicates length of time that individual securities have been in a continuous unrealized loss position.

The fair value of the available-for-sale debt securities at March 31, 2004, by contractual maturity, is shown below. Expected
maturities will differ from contractual maturities because borrowers may have the right to prepay and creditors may have the right to
call obligations.

(Millions of dollars) Fair Value

DUE N ONE YEAI OF IESS ...ttt es bbb bbbt $ 9
Due after one year through five years $ 234
Due after five years through ten years $ 33
DUE GBI EBIN YBAIS .....ceeeecceee ettt sttt sttt sttt $ 181
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Proceeds from sales of investments in debt and equity securities during the three months ended March 31, 2004 and 2003 were
$93 million and $27 million, respectively. Gross gains of $3 million and gross losses of $2 million were included in current earnings for
the three months ended March 31, 2004. There were no gains or losses included in current earnings for the three months ended
March 31, 2003.

Derivative Instruments and Hedging Activities

Our earnings and cash flow are subject to fluctuations due to changes in foreign currency exchange rates, interest rates and
commodity prices. Our Risk Management Policy (policy) allows for the use of derivative financial instruments to prudently manage
foreign currency exchange rate, interest rate and commodity price exposure. Our policy specifies that derivatives are not to be used
for speculative purposes. Derivatives that we use are primarily foreign currency forward and option contracts, interest rate swaps
and commodity forward and option contracts. Our derivative activities are subject to the management, direction and control of our
financial officers. Risk management practices, including the use of financial derivative instruments, are presented to the Audit
Committee of the Board of Directors at least annually.

Foreign Currency Exchange Rate Risk

Foreign currency exchange rate movements create a degree of risk by affecting the U.S. dollar value of sales made and costs
incurred in foreign currencies. Movements in foreign currency rates also affect our competitive position as these changes may affect
business practices and/or pricing strategies of non-U.S. based competitors. Additionally, we have balance sheet positions
denominated in foreign currency, thereby creating exposure to movements in exchange rates.

Machinery and Engines operations purchase, manufacture and sell products in many locations around the world. As we have a
diversified revenue and cost base, we manage our future foreign currency cash flow exposure on a net basis. We use foreign
currency forward and option contracts to manage unmatched foreign currency cash inflow and outflow. Our objective is to minimize
the risk of exchange rate movements that would reduce the U.S. dollar value of our foreign currency cash flow. Our policy allows for
managing anticipated foreign currency cash flow for up to four years.

We generally designate as cash flow hedges at inception of the contract any Australian dollar, Brazilian real, British pound, Canadian
dollar, euro, Japanese yen, Mexican peso or Singapore dollar forward or option contracts that exceed 90 days in duration.
Designation is performed on a specific exposure basis to support hedge accounting. The remainder of Machinery and Engines
foreign currency contracts are undesignated. As of March 31, 2004, $88 million of deferred net gains included in equity
(“Accumulated other comprehensive income” in the Statement of Financial Position) are expected to be reclassified to current
earnings (“Other income (expense)”) over the next twelve months when earnings are negatively affected by the hedged transactions.
This amount is based on March 31, 2004 exchange rates — the actual amount recorded in other income/expense will vary based on
exchange rates at the time the hedged transactions impact earnings. As of March 31, 2003, this projected reclassification was a loss
of $4 million. There were no circumstances where hedge treatment was discontinued during the three months ended March 31,
2004 or 2003.

In managing foreign currency risk for our Financial Products operations, our objective is to minimize earnings volatility resulting from
conversion and the remeasurement of net foreign currency balance sheet positions. Our policy allows the use of foreign currency
forward contracts to offset the risk of currency mismatch between our receivables and debt. All such foreign currency forward
contracts are undesignated.

Gains / (losses) included in current earnings [Other income (expense)] on undesignated contracts:

Three Months Ended
March 31,

(Millions of dollars) 2004 2003
Machinery and Engines:

On UNAESIGNALEA CONTACES .......voeveeecececeneeeereereereee ettt $ @2 $ 3
Financial Products:

On undesignated CONTACES .........cccuriiueiiiceicte et 16 (30)

§ 14 $ (27

Gains and losses on the Financial Products contracts above are substantially offset by balance sheet remeasurement and
conversion gains and losses.
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Interest Rate Risk

Interest rate movements create a degree of risk by affecting the amount of our interest payments and the value of our fixed rate debt.
Our policy is to use interest rate swap agreements and forward rate agreements to manage our exposure to interest rate changes and
lower the cost of borrowed funds.

Machinery and Engines operations generally use fixed rate debt as a source of funding. Our objective is to minimize the cost of
borrowed funds. Our policy allows us to enter into fixed-to-floating interest rate swaps and forward rate agreements to meet that
objective with the intent to designate as fair value hedges at inception of the contract all fixed-to-floating interest rate swaps.
Designation as a hedge of the fair value of our fixed rate debt is performed to support hedge accounting. During 2001, our Machinery
and Engines operations liquidated all fixed-to-floating interest rate swaps. Deferred gains on liquidated fixed-to-floating interest rate
swaps, which were previously designated as fair value hedges, are being amortized to earnings ratably over the remaining life of the
hedged debt. We designate as cash flow hedges at inception of the contract all forward rate agreements. Designation as a hedge of
the anticipated issuance of debt is performed to support hedge accounting. Machinery and Engines forward rate agreements are
100% effective.

Financial Products operations have a "match funding" objective whereby, within specified boundaries, the interest rate profile (fixed
rate or floating rate) of their debt portfolio matches the interest rate profile of their receivables. In connection with that objective, we
use interest rate derivative instruments to modify the debt structure to match the receivable portfolio. This "match funding” reduces the
volatility of margins between interest-bearing assets and interest-bearing liabilities, regardless of which direction interest rates move.
We also use these instruments to gain an economic and/or competitive advantage through a lower cost of borrowed funds. This is
accomplished by changing the characteristics of existing debt instruments or entering into new agreements in combination with the
issuance of new debt.

Our policy allows us to use floating-to-fixed, fixed-to-floating, and floating-to-floating interest rate swaps to meet the "match funding”
objective. To support hedge accounting, we designate fixed-to-floating interest rate swaps as fair value hedges of the fair value of our
fixed rate debt at the inception of the contract. Financial Products policy is to designate most floating-to-fixed interest rate swaps as
cash flow hedges of the variability of future cash flows at inception of the contract. During 2002, our Financial Products operations
liquidated four fixed-to-floating interest rate swaps. As a result, the fair value adjustment of the original debt is being amortized to
earnings ratably over the remaining life of the hedged debt.

Gains (losses) included in current earnings [Other income (expense)]:

Three Months Ended
March 31,
(Millions of dollars) 2004 2003
Fixed-to-floating interest rate swaps
Machinery and Engines:
Gain/(loss) on designated interest rate derivatives ...........ccccvveveveeiveeinieeeecenes $ - $ -
Gain/(loss) on hedged debt ..o - -
Gain/(loss) on IQUIAALE SWAPS.........cuieeriirierieirirs e 1 2
Financial Products:
Gain/(loss) on designated interest rate derivatives ...........ccccceiveereceeiniccveeeceees (34) -
Gain/(loss) on hedged debt.........ccoiiriicrcecs s 34 -
Gain/(loss) on liquidated swaps — included in interest Xpense........c.covovvveerireererenenss 1 1
Floating-to-fixed interest rate swaps
Financial Products:
Gain/(loss) due t0 INEffECHVENESS ........cccueiieciricciceece s
$ 2 $ 3
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10.

Deferred net gains (losses) included in equity (Accumulated other comprehensive income) expected to be reclassified to
current earnings (Other income (expense)) over the next twelve months:

Three Months Ended
March 31,
(Millions of dollars) 2004 2003
Machinery and Engines:
Forward Rate Agreement LIQUIdAtION..............couevuieecrciececcccce e, $ - $ -
Financial Products:
Floating-to-Fixed Interest Rate SWaPS .........ccurerrerreerrereireineereesseesseesees et seessss e ssssesenes $ (18) $ (25

The reclassification of the remaining deferred amount to current earnings ("Other income (expense)") will occur over a maximum of
27 years. There were no circumstances where hedge treatment was discontinued during the three months ended March 31, 2004 or
2003.

Commodity Price Risk
Commodity price movements create a degree of risk by affecting the price we must pay for certain raw material. Our policy is to use
commodity forward and option contracts to manage the commodity risk and reduce the cost of purchased materials.

Our Machinery and Engines operations purchase aluminum, copper and nickel embedded in the components we purchase from
suppliers. Our suppliers pass on to us price changes in the commodity portion of the component cost.

Our objective is to minimize volatility in the price of these commodities. Our policy allows us to enter commodity forward and option
contracts to lock in the purchase price of a portion of these commodities within a four-year horizon. All such commodity forward and
option contracts are undesignated. Gains on the undesignated contracts of $7 million and $1 million were recorded in current
earnings ("Other income (expense)") for the three months ended March 31, 2004 and March 31, 2003, respectively.

Guarantees and product warranty

We have guaranteed to repurchase loans of certain Caterpillar dealers from the Dealer Capital Asset Trust (DCAT) in the event of
their default. These guarantees arose in conjunction with Cat Financial's relationship with third party dealers who sell Caterpillar
equipment. These guarantees have terms ranging from one to four years and are secured primarily by dealer assets. At March 31,
2004 and December 31, 2003 amounts outstanding under these guarantees were $355 million and $380 million, respectively. The
related book value was $5 million at March 31, 2004 and December 31, 2003.

Our product warranty liability is determined by applying historical claim rate experience to the current field population and dealer
inventory. Generally, historical claim rates are developed using a 12-month rolling average of actual warranty payments. These rates
are applied to the field population and dealer inventory to determine the liability.

(Millions of dollars) 2004

Warranty ability, JANUAIY 1.ttt en $ 622
PAYIMENTS ...t (125)
PrOVISION fOr WAITANTY ...ttt 136
Ending Warranty liability, MArch 31 ...ttt $ 633
(Millions of dollars) 2003

Warranty ability, JANUAIY 1.........c.oouieeeeieeeeeeeciee ettt s st s st s st ans $ 693
PAYMENTS ... (484)
Provision for warranty 413
Ending Warranty liability, DECEMDET 1.t $ 622
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12.

Computations of Profit Per Share

(Dollars in millions except per share data)

[ Profit for the PEriod (A): ...ttt

[l. Determination of shares (thousands):
Weighted average number of common shares outstanding (B)
Shares issuable on exercise of stock options, net of shares assumed
to be purchased out of proceeds at average market price
Average common shares outstanding for fully diluted computation (C)

Il Profit per share of common stock:
Assuming no dilution (A/B)
Assuming full dilution (A/C)

Three Months Ended
March 31,
2004 2003
.................. $ 412 $ 129
................. 342,612 344,316
................. 13,124 2,510
................. 355,736 346,826
................. $ 1.2 $ 0.37
................. $ 1.16 $ 0.37

Stock options to purchase 27,879,699 shares of common stock at a weighted average price of $54.34 were outstanding as of March
31, 2003, but were not included in the computation of diluted profit per share because the options’ exercise price was greater than the
average market price of the common shares. As of March 31, 2004, all stock options were included in the computation of diluted

profit per share.

Postretirement Benefits

A. Pension and postretirement benefit costs

(Millions of Dollars)

Other
U.S. Pension Non-U.S. Pension Postretirement
Benefits Benefits Benefits
March 31, March 31, March 31,
Components of net periodic benefit cost: 2004 2003 2004 2003 2004 2003
SEIVICE COSL.....ouvveiveeieieieeeeeceee s $ 36 $ 30 §$ 12 § 10 $ 117§ 17
INtErest COSt.......ovmrrrerreee s 137 139 22 20 71 75
Expected return on plan assets ...........cccoeevneennee, (167) (165) (24) (23) (18) (22)
Amortization of:
Net asset existing at adoption of SFAS 87....... - - 1 1 - -
Prior service Cost (1) .....ocovevireniererires 11 12 2 1 (12) (11)
Net actuarial 10SS (gain)..........ccoeeereereeerierierenes 35 7 9 4 19 9
Total cost (benefit) included in
results of OPerations.............cceeeeuerverierenrerenenns $ 52 $ 23 § 22 $ 13 § 77 § 68

Weighted-average assumptions used to
determine net cost:

DiSCOUNE FALe......vceeceree e 6.2% 7.0%
Expected return on plan assets ........c.ccocevveeerernnen. 9.0% 9.0%
Rate of compensation inCrease ...........cocovevveenieennnn. 4.0% 4.0%

5.1% 5.4%
7.4% 7.1%
3.2% 3.3%

6.2% 7.0%
9.0% 9.0%
4.0% 4.0%

() Prior service costs are amortized using the straight-line method over the average remaining service period to the full retirement

eligibility date of employees expected to receive benefits from the plan amendment.
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Our U.S. postretirement health care plans provide for prescription drug benefits. On December 8, 2003, the Medicare Prescription
Drug, Improvement and Modernization Act of 2003 (the Act) was signed into law. The Act introduces a prescription drug benefit
under Medicare (Medicare part D) as well as a federal subsidy to sponsors of retiree health care benefit plans that provide a
benefit that is at least actuarially equivalent to Medicare part D. In accordance with FASB Staff Position FAS 106-1, “Accounting
and Disclosure Requirements Related to the Medicare Prescription Drug, Improvement and Modernization Act of 2003” any
measures of accumulated postretirement benefit obligation or net periodic postretirement benefit cost in the financial statements
and accompanying notes do not reflect the effects of the Act on the plans. Specific authoritative guidance on the accounting for
the federal subsidy is pending and that guidance, when issued, could require us to change previously reported information, to
reflect this expected benefit.

B. Defined contribution benefit costs

Total company costs related to U.S. and non-U.S. defined contribution plans were the following:

Three Months Ended
March 31,
(Millions of dollars) 2004 2003
U.S. PIANS oottt e e e e s ee e se e e e se e e e e s e e e e e e eeteee e et ee e st ee e eseee s ee et eneeeneeeeeeneeees $ 30 $ 22
NON-ULS. PLANS ...ttt ettt bbbttt sttt a e et et s bbbt et st st en et et e e e s 3 3
$ 33 $ 25

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations
A. Overview

We have made tremendous productivity gains in the last few years, and we continue to benefit from a lean and efficient workforce. While
there were some higher costs related to surging volume, we leveraged 6 Sigma disciplines to help overcome supply chain bottlenecks
and meet stronger than expected demand. Our record first-quarter results show that people are making a positive difference across the
entire value chain.

We remain focused on managing our cost structure as the economy recovers, ensuring we deliver outstanding results over the business
cycle. We will continue to rely on our 6 Sigma culture to ensure we are growing profitably. We now have more than 2,700 trained black
belts, who are launching thousands of new projects this year as we continue to demonstrate the value of 6 Sigma in achieving our
business strategy. Virtually all of our employees are involved in 6 Sigma and engaged in making continuous improvement a way of life.

It appears the world economy will have one of the strongest, broadest recoveries in years. Economic stimulus in the United States is
producing strong growth and the Asian economies are improving on last year’s outstanding performance. Low interest rates throughout
the world and higher commodity prices are encouraging much needed construction spending and investments in the mining industry.
Sales opportunities are increasing and we are exceptionally well positioned to benefit with our broad product offerings and strong global
dealer network. We anticipate that keeping pace with volume growth will require additional hiring through the remainder of the year.

Note: Glossary of terms included on pages 26-27; first occurrence of terms shown in bold italics.

17



B. Consolidated Results of Operations

THREE MONTHS ENDED MARCH 31, 2004 COMPARED WITH THREE MONTHS ENDED MARCH 31, 2003

SALES AND REVENUES
Consolidated Sales and Revenues Comparison
First Quarter 2004 vs. First Quarter 2003
6,600 - 176 68
6,350 - 273 74
«» 6,100 - 1,055
S 5,850 -
n
.5 5,600 -
E 5,350 -
5,100
4,850 4,821
4600 . NEGEGIN
1Q 2003 Machinery Engine Price Currency Financial
Sales & Volume Volume Realization Products
Revenues Revenues

6,467

1Q 2004
Sales &
Revenues

The chart above graphically illustrates reasons for the change in Consolidated Sales and Revenues between first quarter 2003 (at left) and first quarter
2004 (at right). ltems favorably impacting sales and revenues appear as upward stair steps with the corresponding dollar amounts above each bar,
while items negatively impacting sales and revenues appear as downward stair steps with dollar amounts reflected in parenthesis above each bar.
Caterpillar management utilizes these charts internally to visually communicate with its Board and employees.

MACHINERY AND ENGINES

Sales and Revenues
(Millions of dollars)

North Latin Asial

Total America EAME America Pacific

Three Months Ended March 31, 2004
MACRINETY ... $ 4,152 $ 2,283 $ 963 $ 295 $ 61
ENGINES™ ... e 1,850 870 559 195 226
Financial Products™ ..o 465 334 83 21 27
$ 6,467 $ 3,487 $ 1,605 $ 511 $ 864

Three Months Ended March 31, 2003
MACRINETY ....ovvveierecee e $ 2,935 $ 1,532 $ 787 $ 183 $ 433
ENGINES™ ... e 1,489 676 494 123 196
Financial Products™ ..o 397 285 70 24 18
$ 4,821 $ 2,493 $ 1,351 $ 330 $ 647

*

valued at prices comparable to those for unrelated parties.

Does not include internal engine transfers of $374 million and $321 million in first quarter 2004 and first quarter 2003, respectively. Internal engine transfers are

** Does not include revenues earned from Machinery and Engines of $37 million and $43 million in first quarter 2004 and first quarter 2003, respectively.

Refer to table on page 21 for reconciliation of Machinery and Engine Sales by Geographic Region to External Sales by Marketing Segment.
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Machinery sales were $4.15 billion, an increase of $1.22 billion or 41 percent from first quarter 2003. Sales volume was up about 36
percent while the favorable impact of currency accounted for about 4 percent and improved price realization added about 1 percent.
Sales in North America increased 49 percent from first quarter 2003, 45 percent due to higher volume and the remainder due to
improved price realization. Volume benefited from higher dealer deliveries into construction and mining, the result of improved economic
conditions in those sectors. In addition, dealers added more to inventories than they did last year to support higher deliveries. Sales in
EAME increased 22 percent, benefiting from both the favorable currency impact of a stronger euro and higher sales volume. Major
contributors to the volume gain were increased dealer deliveries into the construction sectors of oil-producing countries in Africa/Middle
East and increased replacement demand particularly from rental fleets in Europe. In Latin America, sales were 61 percent higher than
last year, resulting almost entirely from increased deliveries into mining. In Asia/Pacific, sales rose 41 percent from last year as dealer
deliveries increased in many countries and dealers built inventories to support anticipated higher demand.

Engines sales were $1.85 billion, an increase of $361 million or 24 percent from first quarter 2003. Sales volume was up about 18
percent, the favorable impact of currency accounted for about 4 percent and improved price realization added about 2 percent. Stronger
economic and investment growth bolstered sales in all geographic regions. The North American sales gain of 29 percent was led by a
41 percent increase in sales of on-highway truck engines compared to last year's first quarter which was negatively impacted by truck
manufacturers buying engines before the October 2002 engine emission regulations became effective. North American sales to the
electric power sector increased 40 percent while sales to the petroleum sector rose 7 percent. Sales in EAME rose 13 percent mostly
due to 39 percent growth in engine sales in the petroleum sector and 37 percent stronger demand for engines sold into the electric
power sector which more than offset lower sales into the marine and industrial sectors. Sales rose 59 percent in Latin America with 70
percent growth in engine sales into the electric power sector and 47 percent growth in engine sales in the petroleum sector. Widespread
economic growth contributed to the 15 percent sales increase in Asia/Pacific where engine sales into the electric power sector more than
doubled helped by surging investment. Globally, engine sales into the electric power sector rose 51 percent, aided by widespread
industry growth and the favorable effects of currency. Engine sales into the global on-highway truck and bus sector rose 43 percent due
to stronger industry demand and improved price realization. Sales into the petroleum sector were up 15 percent. Global sales of
industrial engines were up 4 percent due to favorable effects of currency which more than offset lower volume as key customers bought
engines in fourth quarter 2003 before the final European Tier Il emissions law went into effect in January 2004. Global sales of marine
engines were 3 percent below last year as customers moved some orders for large reciprocating engines from first quarter 2004 into the
second quarter.

Financial Products revenues were $465 million, an increase of $68 million or 17 percent from first quarter 2003. The increase was due
primarily to the favorable impact of $57 million from continued growth of Earning Assets at Cat Financial and an $11 million increase in
earned premiums and fees on extended service contracts at Cat Insurance. These favorable items were partially offset by a $19 million
impact of lower interest rates on new and existing finance receivables at Cat Financial.

OPERATING PROFIT
Consolidated Operating Profit Comparison
First Quarter 2004 vs. First Quarter 2003
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The chart above graphically illustrates reasons for the change in Consolidated Sales and Revenues between first quarter 2003 (at left) and first quarter
2004 (at right). Items favorably impacting sales and revenues appear as upward stair steps with the corresponding dollar amounts above each bar,
while items negatively impacting sales and revenues appear as downward stair steps with dollar amounts reflected in parenthesis above each bar.
Caterpillar management utilizes these charts internally to visually communicate with its Board and employees.
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Higher sales volume in all regions and most industries positively impacted operating profit by $405 million. Improved price realization of
$74 million reflected the favorable impact of modest price increases taken on most machines, parts and engines. Operating profit was

also favorably impacted by $49 million due to the absence of Non-Conformance Penalties (NCPs) that were recorded in the first
quarter 2003.

Partially offsetting the favorable items were $77 million in higher core operating costs, a $68 million unfavorable impact of currency on
operating profit due primarily to the continued weakening of the dollar compared with the British pound and the Japanese yen and $55
million of higher retirement benefits.

The increase in core operating costs reflects higher spending to support volume growth including higher steel prices, production ramp-
up, material expediting costs and general support costs to meet current demand. In addition, higher incentive compensation due to
increasing our outlook above what was originally anticipated and increased spending on product development programs also contributed
to higher core operating costs. These unfavorable items were partially offset by the positive impact of continued material cost
reductions.

Operating Profit (Loss)
(Millions of Dollars)

Three Months Ended
March 31, March 31,
2004 2003
MACHINETY ..ottt $ 452 $ 218
ENGINES™ .o 40 (54)
Financial Products ... 105 77
Consolidating Adjustments (23) (19)
$ 574 $ 222

*Caterpillar operations are highly integrated; therefore, the company uses a number of allocations to determine lines of business operating profit for
Machinery and Engines.

Machinery operating profit was up $234 million, or 107 percent, from first quarter 2003. The favorable impact of higher sales volume
and improved price realization were partially offset by higher core operating costs (as outlined above), the unfavorable impact of
currency and higher retirement benefits.

Engines operating profit was up $94 million from first quarter 2003. The favorable impact of the absence of NCPs, higher sales volume
and improved price realization were partially offset by higher retirement benefits.

Financial Products operating profit was up $28 million, or 36 percent from first quarter 2003. The increase was primarily due to a $20
million impact from the growth of earning assets and a favorable change in gain/loss on sale of equipment returned from lease of $8
million at Cat Financial.
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Reconciliation of Machinery and Engine Sales by Geographic Region to External Sales by Marketing Segment

Three Months Ended
(Millions of Dollars) March 31, March 31,
2004 2003

North American Geographic REJION ............cccucviueieeriiieisse it $ 3,153 $ 2208
Engine sales included in the Power Products Segment............cccocvveeinvicsiceisseeesseenns (870) (676)
Company owned dealer sales included in the All Other segment............ccccoevvecivnceririnennnn, (123) (75)
OFNBI™ et bbb s (123) (39)
North American Marketing €Xternal SaIES ............cccoouevveierivreireireiie e $ 2,037 $ 1418
EAME GeographiC REGION. .........ocu et 1,522 1,281
Power Products sales not included in the EAME Marketing segment .........cccocovvvrierinnnees (533) (404)
OBNBI™ s (146) (190)
EAME Marketing eXternal SAlES............cc.oevevieveeieeieeeseeceeieeee ettt $ 843 $ 687
Latin America Geographic REGION ........c.c.ccviiieiiiiieieee et 490 306
Power Products sales not included in the Latin America Marketing segment ............ccoee.... (191) (102)
OFNBI™ et e 55 31
Latin America Marketing eXternal SAlES .............ccc.ecueiuciecieineiese e $ 354 $ 235
Asia/Pacific GEOgraphic REGION .........ccevueveririieieiiseiee et $837 $629
Power Products sales not included in the Asia/Pacific Marketing segment.............cccc.ovuee.. (139) (197)
OBNBI™ e (165) (62)
Asia/Pacific Marketing eXternal SAlES ..ot $ 533 $ 370

* Represents primarily external sales of the Construction and Mining Products and the All Other segments.

OTHER PROFIT/LOSS ITEMS

Interest expense excluding Financial Products was $9 million lower compared to first quarter 2003 primarily due to lower borrowing rates.

Other income/expense was income of $47 million compared with income of $18 million in first quarter 2003. The favorable change was
mostly due to the favorable impact of Machinery and Engines currency gains and the favorable impact of commodity hedges.

Caterpillar’s profit and cash flows are subject to fluctuation due to changes in foreign exchange rates and the company uses currency
forward and option contracts to reduce the risk of fluctuations in exchange rates. The impact of currency in the first quarter on Machinery
and Engines other income/expense was favorable $18 million reducing the net unfavorable profit before tax impact of currency to $50
million.

The provision for income taxes in the first quarter reflects an estimated annual tax rate of 28 percent for 2004. We are anticipating a 28
percent rate for the full year compared to 27 percent in 2003 primarily due to a change in our geographic mix of profits. This annual tax
rate is based on currently enacted legislation and therefore includes existing Extraterritorial Income Exclusion (ETI) provisions for 2004.

The equity in profit/loss of unconsolidated affiliated companies favorably impacted profit $2 million over first quarter a year ago.

EMPLOYMENT
At the end of first quarter 2004, Caterpillar's worldwide employment was 70,815 compared with 67,063 one year ago. The higher

employment is necessary to support our increased volume and growing Caterpillar Logistics operations in addition to the impact of
acquiring a controlling interest in Hindustan Powerplus Ltd.
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OTHER SIGNIFICANT EVENTS

On April 8, 2004, the company made a cash contribution of $494 million into its U.S. pension plans in support of retirement benefit
obligations. Robust cash flow due to improved profit, excellent performance by its pension fund managers and a strong financial position
have allowed Caterpillar to improve the funded position of its pension plans.

OTHER MATTERS
Environmental and Legal Matters

The company is regulated by federal, state, and international environmental laws governing our use of substances and control of
emissions in all our operations. Compliance with these existing laws has not had a material impact on our capital expenditures,
earnings, or competitive position.

We are cleaning up hazardous waste at a number of locations, often with other companies, pursuant to federal and state laws. When it
is likely we will pay clean-up costs at a site and those costs can be estimated, the costs are charged against our earnings. In doing that
estimate, we do not consider amounts expected to be recovered from insurance companies and others.

The amount recorded for environmental clean-up is not material and is included in the Consolidated Statement of Financial Position on
page 3 under "Accrued expenses." If a range of liability estimates is available on a particular site, we accrue at the lower end of that
range.

We cannot estimate costs on sites in the very early stages of clean-up. Currently, we have five sites in the very early stages of clean-up,
and there is no more than a remote chance that a material amount for clean-up will be required.

Pursuant to a consent decree Caterpillar entered with the EPA, the company was required to meet certain emission standards by
October 2002. The decree provides that if engine manufacturers were unable to meet the standards at that time, they would be required
to pay a Non-Conformance Penalty (NCP) on each engine sold that did not meet the standard. The amount of the NCP would be based
on how close to meeting the standard the engine came - the more out of compliance the higher the penalty. The company began
introduction of fully compliant ACERT engines in 2003 and by the end of 2003 Caterpillar was only producing fully compliant engine
models. As a result, NCPs are not payable for any engines built in 2004. The company’s first quarter 2004 operating profit was
favorably impacted by $49 million due to the absence of NCPs that were recorded in the first quarter 2003.

In addition, the consent decree required Caterpillar to pay a fine of $25 million, which was expensed in 1998 and to make investments
totaling $35 million in environmental-related products by July 7, 2007. Total qualifying investments to date for these projects are $30
million, of which $1 million was made through the first quarter of 2004. A future benefit is expected to be realized from these
environmental projects related to Caterpillar's ability to capitalize on the technologies it developed in complying with its environmental
project obligations. In short, Caterpillar expects to receive a positive net return on the environmental projects by being able to market the
technology it developed.

The company is a party to litigation matters and claims that are normal in the course of its operations, and, while the results of such
litigation and claims cannot be predicted with certainty, management believes, based on the advice of counsel, the final outcome of such
matters will not have a materially adverse effect on our consolidated financial position.

On January 16, 2002, Caterpillar commenced an action in the Circuit Court of the Tenth Judicial Circuit of lllinois in Peoria, lllinois,
against Navistar International Transportation Corporation and International Truck and Engine Corporation (collectively Navistar). The
lawsuit arises out of a long-term purchase contract between Caterpillar and Navistar effective May 31, 1988, as amended from time to
time (the Purchase Agreement). The pending complaint alleges that Navistar breached its contractual obligations by: (i) paying
Caterpillar $8.08 less per fuel injector than the agreed upon price for new unit injectors delivered by Caterpillar; (i) refusing to pay
contractually agreed upon surcharges owed as a result of Navistar ordering less than planned volumes of replacement unit injectors; and
(iii) refusing to pay contractually agreed upon interest stemming from Navistar's late payments. At March 31, 2004, the past due
receivable from Navistar regarding the foregoing was $139 million. The pending complaint also has claims alleging that Franklin Power
Products, Inc., Newstream Enterprises, and Navistar, collectively and individually, failed to pay the applicable price for shipments of unit
injectors to Franklin and Newstream. At March 31, 2004, the past due receivables for the foregoing totaled $12 million. The pending
complaint further alleges that Sturman Industries, Inc. and Sturman Engine Systems, Inc. colluded with Navistar to utilize technology that
Sturman Industries, Inc. misappropriated from Caterpillar to help Navistar develop its G2 fuel system, and tortiously interfered with the
Purchase Agreement and Caterpillar's prospective economic relationship with Navistar. The pending complaint further alleges that the
two parties' collusion led Navistar to select Sturman Engine Systems, Inc., and another company, instead of Caterpillar, to develop and
manufacture the G2 fuel system.

22



On May 7, 2002, International Truck and Engine Corporation (International) commenced an action against Caterpillar in the Circuit Court
of DuPage County, lllinois, that alleges Caterpillar breached various aspects of a long-term agreement term sheet. In its fourth amended
complaint, International seeks a declaration from the court that the term sheet constitutes a legally binding contract for the sale of heavy-
duty engines at specified prices through the end of 2006, alleges that Caterpillar breached the term sheet by raising certain prices
effective October 1, 2002, and also alleges that Caterpillar breached an obligation to negotiate a comprehensive long-term agreement
referenced in the term sheet. International further claims that Caterpillar improperly restricted the supply of heavy-duty engines to
International from June through September 2002, and claims that Caterpillar made certain fraudulent misrepresentations with respect to
the availability of engines during this time period. International seeks damages "in an amount to be determined at trial" and injunctive
relief. Caterpillar filed an answer denying International's claims and has filed a counterclaim seeking a declaration that the term sheet
has been effectively terminated. Caterpillar denies International's claims and will vigorously contest them. On September 24, 2003, the
Appellate Court of lllinois, ruling on an interlocutory appeal, issued an order consistent with Caterpillar's position that, even if the court
subsequently determines that the term sheet is a binding contract, it is indefinite in duration and was therefore terminable at will by
Caterpillar after a reasonable period. Caterpillar anticipates that a trial currently scheduled for the fourth quarter of 2004 will address all
remaining issues in this matter. This matter is not related to the breach of contract action brought by Caterpillar against Navistar
currently pending in the Circuit Court of Peoria County, lllinois.

On August 30, 2002, a World Trade Organization (WTO) arbitration panel determined that the European Union (EU) may impose up to
$4.04 billion per year in retaliatory tariffs if the U.S. tax code is not brought into compliance with an August 2001 WTO decision that
found the extraterritorial tax (ETI) provisions of the FSC Repeal and Extraterritorial Income Exclusion Act of 2000 constitute an export
subsidy prohibited by the WTO Agreement on Subsidies and Countervailing Measures. Since August 2002, the EU has developed a list
of U.S. origin products on which the EU could impose tariffs as high as 100 percent of the value of the product. Negotiations among EU
Member States, the European Commission, and the private sector over which products would be listed were intense. The EU finalized
the list in December 2003 and in March 2004 began to impose retaliatory tariffs of 5 percent on certain U.S. origin goods. These tariffs
will increase 1 percentage point per month to a maximum of 17 percent after one year. The gradual increase in tariffs is designed to
place increasing pressure on the U.S. government to bring its tax laws into compliance with its WTO obligations. Given the makeup of
the final retaliation list, some Caterpillar parts and components will be subjected to these additional tariffs. We do not believe these
tariffs will materially impact our financial results. The company has production facilities in the EU, Russia, Asia, and South America.
Products sold into the EU from these plants are not affected by this retaliatory tariff. Congress is currently under increasing pressure to
repeal ETI. We cannot predict how the U.S. legislative process will affect the company’s 2004 income tax liability. Although we don't
expect a material impact, it is possible that enacted changes in legislation could significantly lower our expected 2004 export benefits.

SALES AND REVENUES OUTLOOK

We project company sales and revenues will increase about 20 percent from 2003, up from the previous forecast of 12 percent growth.
Machinery and Engines volume is expected to increase about 16 percent and the favorable impact of currency is expected to contribute
about 2 percent with the remainder coming from improved price realization and Financial Products revenues. Included in this outlook are
worldwide machine price increases of 2 to 3 percent that have been communicated to dealers with an effective date of July 1, 2004. Our
outlook factors in no significant disruption due to work stoppages at any of our facilities worldwide. The outlook factors in a timely
ratification of a new 6-year labor agreement between Caterpillar and the United Auto Workers (UAW), which will enable our mid-western
U.S. facilities to remain competitive and succeed long-term. On April 25, 2004, employee members of the UAW voted to reject the
company's contract proposal for a new 6-year labor agreement. Operations continue as normal.

The world economy is in a vigorous recovery and global economic growth should be about 4 percent this year, up from 2.5 percent last
year. All regions are improving but the recovery in the Euro-zone economy is still weak. Industrial production in many developing
countries increased significantly over the past year, often at double-digit rates.

Interest rates are the lowest in decades in many countries and we anticipate little change through the rest of the year. Despite increases
in commodity and some asset prices, broad inflation measures are within Central Bank targets. As a result, we expect that Central
Banks will be cautious about tightening policies and that any increases in interest rates would be modest and not significant enough to
undermine economic recoveries that are underway.

The world economy should provide a favorable climate for our businesses. We expect continued low interest rates will encourage more
replacement buying as well as drive recoveries in housing and nonresidential construction. Rising personal incomes and corporate
profits should also benefit construction.

Recent increases in coal and metals prices have prompted mining sectors in most countries to increase investments. Further increases

in industrial production in addition to tight supplies should help to maintain prices at favorable levels. We expect the mining recovery to
strengthen further.

23



We expect company sales and revenues to continue to be strong in future quarters but year-over-year comparisons should reflect
smaller increases than in the first quarter. Sales and revenues strengthened significantly over the course of 2003 and we do not expect
sales and revenues in the remaining quarters of 2004 to improve as rapidly as they did last year.

North America (United States and Canada)

U.S. economic data were often weaker than expected at the beginning of the year but improved as the quarter progressed. We believe
first quarter growth was around 4 percent and growth should improve further in subsequent quarters resulting in full year growth of about
4.5 to 5 percent. Canada, which has had to reverse recent interest rate hikes, should have economic growth near 3 percent this year.

We estimate that Machinery and Engines sales will increase about 32 percent in 2004. Positives include continued strong demand for
housing, a recovery in commercial construction and increased funding for highways. Coal mining should benefit from stronger demand
and increases in spot prices. We expect the North American on-highway truck and bus industry will benefit from low financing costs,
higher freight-handling requirements and improved fleet operating profits. Stronger economic growth is expected to support increases in
all North American engine industries.

EAME

While Euro-zone economies were weaker than expected in the first quarter, we expect some improvement in coming quarters. In
addition, other European economies are experiencing stronger recoveries, which should keep overall European economic growth near 2
percent this year. Economies in both Africa/Middle East and the CIS should benefit from high commodity prices.

We estimate that Machinery and Engines sales in EAME should rise about 9 percent in 2004. In Europe, economic recovery and low
interest rates should support increased replacement buying and the expansion of rental fleets. We anticipate that sales in both
Africa/Middle East and the CIS will benefit from the positive impact that high commodity prices are having on economic growth. Finally,
the ongoing favorable impact of the strong euro is expected to contribute 2 percent to sales.

Latin America

Economies recovered late last year and we expect economic growth will improve to about 4 percent this year — the highest since 2000.
The stronger world economy is boosting regional exports, higher metals prices should encourage more investment in mining and foreign
investors are returning. As a result of the economic recovery, we project that sales of Machinery and Engines should be up about 15
percent in 2004.

Asia/Pacific

The region should remain the fastest growing in the world this year with about 6.5 percent growth. China’s economy could slow a bit in
response to modest tightening in economic policies but faster growth in most other countries should more than offset this slowing.
Exports should benefit from the worldwide economic recovery and low local interest rates should encourage more domestic spending.

We expect sales of Machinery and Engines to increase around 16 percent in 2004. The sizable mining sector, which had a strong first
quarter, should continue to do well. Low interest rates and higher standards of living should benefit housing and commercial
construction. Strong economic growth in China has resulted in widespread electric power shortages and we expect sales into this sector
should benefit.

Financial Products
We expect continued growth in Financial Products for the remainder of 2004, with revenues expected to increase approximately 10

percent versus 2003 primarily due to higher average earning assets in 2004. New financing activity growth is primarily due to expected
improvement in Machinery and Engines sales and other growth initiatives.
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PROFIT OUTLOOK

We now expect profit per share to be up 65 to 70 percent from 2003, compared to about 40 percent in the previous outlook. We expect
to deliver 6.5 to 7 percent Return on Sales and Revenues in 2004 as compared to 4.8 percent in 2003 despite an increase in
retirement benefits of about $250 million and pressure on core operating costs associated with supporting higher than anticipated
volumes. Due to this improved profitability and our solid financial position, we expect strong operating cash flow in 2004.

SUPPLEMENTAL INFORMATION

We are providing supplemental information including deliveries to users and dealer inventory levels. We sell the majority of our
machines and engines to independently owned and operated dealers and original equipment manufacturers (OEMs) to meet the
demands of their customers, the end users. Due to time lags between our sales and the deliveries to end users we believe this
information will help readers better understand our business and the industries we serve. All information provided in the supplemental
section is in Constant Dollars.

Dealer New Machine Deliveries

Worldwide dealer deliveries of new machines to end users in first quarter 2004 were 37 percent higher than the same quarter last year
and 19 percent above the previous first quarter high in 1998. Gains were widespread, occurring in all regions and in most industries. In
particular, deliveries into mining had a broad, strong recovery.

Dealers in North America increased machine deliveries 43 percent, the biggest year-over-year gain since the current recovery in
deliveries started in first quarter 2003. Factors which supported growth in 2003 such as replacement buying, upgrading of rental fleets
and increased construction activity continued this quarter. In addition, the depressed coal mining sector showed improvement.

Deliveries into North American general construction were up 56 percent from last year. Low mortgage interest rates and higher prices
for new homes caused housing starts to increase 12 percent while nonresidential building construction appeared to bottom. Dealer
deliveries into heavy construction were up 53 percent, driven by continued strong highway and sewer and water construction. Increased
production and prices for quarry and aggregates caused dealer deliveries into that industry to rise 5 percent. A robust housing industry
boosted lumber prices leading to a 60 percent increase in dealer deliveries into forestry. Mining, buoyed by rebounds in both coal
production and prices, had a 52 percent increase in dealer deliveries compared to last year. Deliveries into industrial applications
increased 23 percent, the result of higher industrial production.

EAME dealer deliveries of new machines in first quarter 2004 rose 19 percent from last year. Europe, despite a slow recovery, had a 19
percent increase which was heavily weighted toward deliveries into rental fleets. Deliveries into Africa/Middle East surged 33 percent,
largely into those countries with sizable energy and commodity sectors as higher prices generated the income needed to finance
investments. Partially offsetting those two increases were deliveries into the CIS, which tend to be volatile, fell 28 percent from a strong
first quarter last year.

In Latin America, new machine deliveries increased 49 percent. The mining sector, responding to significant increases in output prices,
accounted for all the gain. Recoveries in most countries started fairly recently and have not yet progressed sufficiently to allow
recoveries in construction.

In Asia/Pacific, dealer deliveries to end users improved 39 percent from a strong first quarter 2003. Strength in the region was pervasive
as most countries and industries showed improvement. China continues to do well and many of the other large economies in the region

had double-digit gains in dealer deliveries. Low interest rates and fast economic growth are boosting construction activity and deliveries
into mining rose sharply due to higher output prices.

Dealer Inventories of New Machines

Worldwide dealer inventories at the end of first quarter 2004 were higher than a year earlier in all regions. However, increases in
inventories failed to keep pace with deliveries, causing inventory to delivery ratios to decline in all regions.
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Engine Deliveries to End Users and OEMs

Worldwide engine deliveries to end users and OEMs in the first quarter of 2004 rose 20 percent compared to deliveries in first quarter
2003. Stronger economic growth, higher corporate profits and rising business and investor confidence supported improving global
investment and industry conditions. Increased engine deliveries to the electric power, on-highway truck and petroleum sectors more than
offset lower deliveries of engines to the industrial and marine sectors. Worldwide engine deliveries to end users in the electric power
sector rose 37 percent with stronger sales in all geographic regions. Truck engine deliveries rose 28 percent with all of the gain
occurring in the Americas where industry demand strengthened. Worldwide deliveries to end users in the petroleum sector rose 17
percent due to stronger industry demand caused by very favorable energy prices. Global deliveries of industrial engines declined 8
percent partially due to a fourth quarter 2003 pre-buy and a shift in product mix to smaller engines. Worldwide marine engine deliveries
were down 3 percent due to delayed demand for large reciprocating engines used in ocean-going vessels.

In North America, engine deliveries to end users and OEMs were up 20 percent from first quarter 2003. Engine deliveries to the electric
power, industrial, petroleum and on-highway truck sectors all rose. Engines delivered to North American truck and bus manufacturers
rose 27 percent with all of the growth caused by stronger industry demand associated with higher fleet operating profits and more
confidence in new engine emissions technologies. Caterpillar maintained its leadership position in the North American on-highway truck
and bus industry. Engine deliveries to end users and OEMs in the industrial sector increased 19 percent helped by stronger industry
demand as corporate profits and business investment continued to strengthen. Deliveries of engines to the electric power sector rose 11
percent as most of the gain came from robust demand for turbines sold to industrial cogeneration applications. Deliveries of engines to
the petroleum sector rose 10 percent, positively impacted by robust industry profits caused by favorable energy prices. Deliveries of
engines to the marine sector declined 3 percent due to lower demand for large reciprocating engines used in ocean-going vessels.

In EAME, overall engine deliveries to end users and OEMs rose 6 percent with higher deliveries to the petroleum and electric power
sectors accounting for all of the overall sales gain. Petroleum deliveries rose 46 percent and deliveries to the electric power sector rose
16 percent. EAME deliveries of large engines gained from particular strength in the Middle East. Deliveries to the Middle East remained
strong due to favorable oil prices and revenues and continuing reconstruction efforts. EAME deliveries of engines to the industrial sector
fell 15 percent resulting from weak economic growth in Western Europe and a fourth quarter 2003 pre-buy prior to the final European
Tier Il emissions laws going into effect in January 2004. Engine deliveries to the marine sector fell 17 percent due to lower demand for
large engines used in ocean-going vessels.

Deliveries to end users and OEMs in Latin America rose 80 percent as economic and investment growth strengthened. Engine
deliveries to the electric power, on-highway truck and industrial sectors more than doubled from deliveries in first quarter 2003 when
Latin American economic growth was sluggish. Deliveries into the petroleum sector were up 42 percent and deliveries to the marine
sector were up 19 percent. Deliveries of turbines to the electric power and petroleum sectors accounted for over half of the Latin
American quarterly growth. Deliveries of turbines and turbine services to the Latin American electric power sector increased primarily in
Venezuela where investments were made to reduce shortages of electrical capacity. Turbine services sales increased in the Latin
American petroleum sector driven primarily by strong production demand for turbine aftermarket products.

Deliveries to end users and OEMs in Asia/Pacific were up 24 percent compared to last year with engine deliveries to the electric power
sector more than doubling, 25 percent growth in marine primarily due to deliveries of large marine engines and 17 percent lower
deliveries to the petroleum sector. Asia/Pacific demand for turbines used in the petroleum sector weakened from last year's strong
levels due to shipment timing.

Dealer Inventories of Engines
Worldwide dealer engine inventories at the end of the first quarter were 4 percent above last year and were at normal levels compared to
selling rates. North American and Latin American dealers have continued to reduce their inventories and their respective inventories are

at normal levels. EAME dealer inventories rose as dealers pre-positioned inventory to support expected Middle Eastern reconstruction
efforts. Dealer inventories in Asia/Pacific rose as dealers ordered engines to cover expected sales.

GLOSSARY OF TERMS

1. Consolidating Adjustments - Eliminations of transactions between Machinery and Engines and Financial Products.
2. Constant Dollars — The dollar value of machine and engine deliveries adjusted for changes in price and currency.

3. Core Operating Costs — Machinery and Engines operating cost change adjusted for volume. It excludes the impact of currency,
Non-Conformance Penalties and retirement benefits.

26



10.

1.

12.

13.

14,

15.

16.

17.

Currency — With respect to sales and revenues, currency represents the translation impact on sales resulting from changes in
foreign currency exchange rates versus the U.S. dollar. With respect to operating profit, currency represents the net translation
impact on sales and operating costs resulting from changes in foreign currency exchange rates versus the U.S. dollar. With respect
to other income/expense, currency represents the period over period change in the translation of monetary assets and liabilities not
denominated in the functional currency and the change in hedging gains/losses from foreign currency forward and option contracts.
Currency includes the impacts on sales and operating profit for the Machinery and Engines lines of business only; currency impacts
on the Financial Products line of business are included in the Financial Products portions of the respective analyses.

EAME - Geographic region including Europe, Africa, the Middle East and the Commonwealth of Independent States (CIS).

Earning Assets — These assets consist primarily of total net finance receivables plus equipment on operating leases, less
accumulated depreciation at Cat Financial. Net finance receivables represent the gross receivables amount less unearned income
and the allowance for credit losses.

Engines - A principal line of business including the design, manufacture and marketing of engines for Caterpillar machinery, electric
power generation systems; on-highway vehicles and locomotives; marine, petroleum, construction, industrial, agricultural and other
applications; and related parts. Reciprocating engines meet power needs ranging from 5 to over 22,000 horsepower (4 to over 16
200 kilowatts). Turbines range from 1,600 to 19,500 horsepower (1 000 to 14 500 kilowatts).

Financial Products — A principal line of business consisting primarily of Caterpillar Financial Services Corporation (Cat Financial),
Caterpillar Insurance Holdings, Inc. (Cat Insurance) and their subsidiaries. Cat Financial provides a wide range of financing
alternatives for Caterpillar machinery and engines, Solar gas turbines, as well as other equipment and marine vessels. Cat
Financial also extends loans to customers and dealers. Cat Insurance provides various forms of insurance to customers and
dealers to help support the purchase and lease of our equipment.

Latin America - Geographic region including the Central and South American countries and Mexico.

Machinery - A principal line of business which includes the design, manufacture and marketing of construction, mining, agricultural
and forestry machinery — track and wheel tractors, track and wheel loaders, pipelayers, motor graders, wheel tractor-scrapers, track
and wheel excavators, backhoe loaders, mining shovels, log skidders, log loaders, off-highway trucks, articulated trucks, paving
products, telescopic handlers, skid steer loaders and related parts. Also includes logistics services for other companies.

Machinery and Engines — Due to the highly integrated nature of operations, represents the aggregate total of the Machinery and
Engines lines of business and includes primarily our manufacturing, marketing and parts distribution operations.

Non-Conformance Penalties (NCPs) - Pursuant to a consent decree Caterpillar and other engine manufacturers entered into with
the United States Environmental Protection Agency (EPA), the company was required to meet certain emission standards by
October 2002 for engines manufactured for on-highway use. Under the consent decree, an engine manufacturer was required to
pay a non-conformance penalty (NCP) to the EPA for each engine manufactured after October 1, 2002 that did not meet the
standards. The amount of the NCP was based on how close to meeting the standards the engine came - the more the engine was
out of compliance, the higher the penalty per engine.

Price Realization — The impact of net price changes excluding currency.

Retirement Benefits — Cost of defined benefit pension plans, defined contribution plans and retirement healthcare and life
insurance.

Return on Sales and Revenues - Profit divided by Sales and Revenues.

Sales Volume — With respect to sales and revenues, sales volume represents the impact of changes in the quantities sold for
machines, engines and parts. With respect to operating profit, sales volume represents the impact of changes in the quantities sold
for machines, engines and parts combined with the net operating profit impact of changes in the relative weighting of machines,
engines and parts sales with respect to total sales.

6 Sigma - On a technical level, 6 Sigma represents a measure of variation that achieves 3.4 defects per million opportunities. At
Caterpillar, 6 Sigma represents a much broader cultural philosophy to drive continuous improvement throughout the value chain. It
is a fact-based, data-driven methodology that we are using to improve processes, enhance quality, cut costs, grow our business
and deliver greater value to our customers through black belt-led project teams. At Caterpillar, 6 Sigma goes beyond mere process
improvement; it has become the way we work as teams to process business information, solve problems and manage our business
successfully.
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C. Liguidity & Capital Resources

Sources of funds

We generate our capital resources primarily through operations. Consolidated operating cash flow was $98 million through the first
quarter of 2004, compared with $218 million through the first quarter of 2003. The decrease is primarily the result of higher working
capital requirements, partially offset by increased profits during 2004 as compared to 2003. We anticipate that the majority of future
capital resource requirements will be funded by operating cash flow, which is largely sourced from profits. See our Outlook on page 23.

Total debt as of March 31, 2004 was $20.9 billion, an increase of $1 billion from year-end 2003. Debt related to Machinery and Engines
incresed $358 million, primarily due to the repurchase of $250 million of outstanding shares. Debt related to Financial Products
increased $736 million due to growth at Cat Financial. We have two global credit facilities with a syndicate of banks totaling $4.675
billion available in the aggregate to both Machinery and Engines and Financial Products to support commercial paper programs. Based
on management's allocation decision, which can be revised at any time, the portion of the facility available to Cat Financial at March 31,
2004 was $4.075 billion. The five-year facility of $2.125 billion expires in September 2006. The 364-day facility of $2.55 billion expires in
September 2004. The facility expiring in September 2004 has a provision that allows Caterpillar or Cat Financial to obtain a one-year
loan in September 2004 that would mature in September 2005. Our total credit commitments as of March 31, 2004 were:

(Millions of dollars)

Machinery Financial
Consolidated and Engines Products
Credit lines available:

Global credit facility ........ $ 4,675 $ 600 $ 4,075
Other external................. 1,689 833 856
Total credit lines available 6,364 1,433 4,931
Less: Global credit facility supporting commercial paper.............ccoevnnee. 4129 336 3,793
Less: Utilized credit ..o 366 127 239
AVRIADIE CIEAIL ...t er e et ere st se e s eeeeseneneeeeenes $ 1,869 $ 970 $ 899

We also generate funding through the securitization of receivables. Through the first quarter of 2004, we generated $264 million of
capital resources from the securitization of trade receivables. As of March 31, 2004, we had trade and finance receivables of $1.5 billion
and $16.0 billion, respectively.

We do not generate material funding through structured finance transactions.

Machinery and Engines

Net cash used for operating activities was $149 million compared with $81 million for the same period a year ago. The unfavorable
change was due to higher working capital requirements in 2004 consisting primarily of increased inventory related to higher sales volume
and a higher incentive compensation payout. These items were partially offset by higher profit in 2004.

Pursuant to the share repurchase program authorized by the Board of Directors in October 2003, $250 million was spent to purchase
3.21 million shares during the first quarter of 2004. There were 342 million shares outstanding at the end of the first quarter 2004. The
goal of the share repurchase program, which expires in October 2008, is to reduce the company’s outstanding shares to 320 million.

Capital expenditures, excluding equipment leased to others, during the three months ended March 31, 2004 were $101 million, an
increase of $20 million from the same period a year ago. The increase is a result of increased spending to support growth and new
product introductions.

Financial Products

Operating cash flow was $251 million through the first quarter 2004, compared with $309 million for the same period a year ago. The
decrease was the result of higher working capital requirements, partially offset by an increase in profit through the first quarter 2004 as
compared to the same period a year ago. Cash used to purchase equipment leased to others was $240 million during the first quarter of
2004 compared to $261 million for the first quarter of 2003. In addition, net cash used for finance receivables was $694 million for the
first quarter of 2004, compared to $122 million for the first quarter of 2003.

Financial Products total borrowings were $17.08 billion at March 31, 2004, an increase of $736 million from December 31, 2003 due to
financing a higher amount of assets. Debt repayment in Financial Products depends primarily on timely repayment and collectibility of
the receivables portfolio. At March 31, 2004, finance receivables past due over 30 days were 2.8 percent, compared with 3.1 percent at
the end of March 31, 2003. The allowance for credit losses was 1.48 percent of finance receivables, net of unearned income, at
March 31, 2004, compared to 1.49 percent at March 31, 2003. Receivables written off due to uncollectibility, net of recoveries on
receivables previously written off, were $11 million and $22 million for the three months ended March 31, 2004 and 2003, respectively.
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D. Critical Accounting Policies

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect reported amounts. The more significant estimates include: residual values for leased assets, fair
market values for goodwill impairment tests, and reserves for warranty, product liability and insurance losses, postretirement benefits,
post-sale discounts, credit losses and income taxes. Following are the methods and assumptions used in determining our estimates and
an indication of the risks inherent in each.

Residual values for leased assets - Determined based on the product, specifications, application and hours of usage. Each product
has its own model for evaluation that includes market value cycles and forecasts. Consideration is also given to the amount of assets
that will be returned from lease during a given time frame. Residual values could decline due to economic factors, obsolescence or other
adverse circumstances.

Fair market values for goodwill impairment tests - Determined for each reporting unit by discounting projected cash flow for five years
and adding a year-five residual value based upon a market Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA)
multiple. The estimated fair value could be impacted by changes in interest rates, growth rates, costs, capital expenditures and market
conditions.

Warranty reserve - Determined by applying historical claim rate experience to the current field population and dealer inventory.
Generally, historical claim rates are developed using a 12-month rolling average of actual warranty expense. These rates are applied to
the field population and dealer inventory to determine the reserve. Warranty payments may differ from those estimated if actual claim
rates are higher or lower than our historical rates.

Product liability and insurance loss reserve - Determined based upon reported claims in process of settlement and actuarial
estimates for losses incurred but not reported. Loss reserves, including incurred but not reported reserves, are based on estimates and
ultimate settlements may vary significantly from such estimates due to increased claims frequency or severity over historical levels.

Postretirement benefits - Primary actuarial assumptions are determined as follows:

o The U.S. expected long-term rate of return on plan assets is based on our estimate of long-term passive returns for equities and fixed
income securities weighted by the allocation of our plan assets. Based on historical performance, we increase the passive returns due
to our active management of the plan assets. A similar process is used to determine the rate for our non-U.S. pension plans. This
rate is impacted by changes in general market conditions, but because it represents a long-term rate, it is not significantly impacted by
short-term market swings. Changes in our allocation of plan assets would also impact this rate. For example, a shift to more fixed
income securities would lower the rate. A decrease in the rate would increase our expense.

o The assumed discount rate is used to discount future benefit obligations back to today's dollars. The U.S. discount rate is based on
the Moody's Aa bond yield as of our measurement date, November 30. A similar process is used to determine the assumed discount
rate for our non-U.S. plans. This rate is sensitive to changes in interest rates. A decrease in the discount rate would increase our
obligation and future expense.

o The expected rate of compensation increase is used to develop benefit obligations using projected pay at retirement. It represents
average long-term salary increases. This rate is influenced by our long-term compensation policies. An increase in the rate would
increase our obligation and expense.

o The assumed health care trend rate represents the rate at which health care costs are assumed to increase and is based on historical
and expected experience. Changes in our projections of future health care costs due to general economic conditions and those
specific to health care (e.g. technology driven cost changes) will impact this trend rate. An increase in the trend rate would increase
our obligation and expense.
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Post-sale discount reserve - The company extends numerous merchandising programs that provide discounts to dealers as products
are sold to end users. The reserve is determined based on historical data adjusted for known changes in merchandising programs.
Discounts paid may differ from those estimated if actual program usage is higher or lower than our historical or expected rates.

Credit loss reserve — The allowance for credit losses is evaluated on a regular basis and adjusted based upon management’s best
estimate of probable losses inherent in our finance receivables. In estimating probable losses, we review accounts that are past due,
non-performing, or in bankruptcy. We also review accounts that may be at risk using information available about the customer, such as
financial statements, news reports, and published credit ratings. We also use general information regarding industry trends and the
general economic environment. Using an estimate of current fair market value of collateral and factoring in credit enhancements, such
as additional collateral and third party guarantees, we arrive at an estimated loss for specific accounts and estimate an additional amount
for the remainder of the finance receivables based upon historical trends. Adverse economic conditions or other factors that might cause
deterioration of the financial health of our customers could change the timing and level of payments received and thus necessitate a
change in our estimated losses.

Income tax reserve — Despite our belief that our tax return positions are consistent with applicable tax law, we believe that certain
positions are likely to be challenged by taxing authorities. Settlement of any challenge can result in no change, a complete disallowance,
or some partial adjustment reached through negotiations or litigation. Significant judgment is required in evaluating our tax reserves.
Our reserves are adjusted in light of changing facts and circumstances, such as the progress of our tax audits. Our income tax expense
includes the impact of reserve provisions and changes to reserves that we consider appropriate, as well as related interest. Unfavorable
settlement of any particular issue would require use of our cash. Favorable resolution would be recognized as a reduction to income tax
expense at the time of resolution.

We have incorporated many years of data into the determination of each of these estimates and we have not historically experienced
significant adjustments.

E. Pension and Other Postretirement Benefits

We recognized pension expense of $74 million for the three months ended March 31, 2004, as compared to $36 million for the three
months ended March 31, 2003. The increase in expense was primarily a result of the amortization of actuarial losses resulting from a
declining discount rate and poor performance of the equity markets primarily in 2001 and 2002. SFAS 87, “Employers’ Accounting for
Pensions” requires companies to discount future benefit obligations back to today’s dollars using a discount rate that is based on high-
quality fixed-income investments. A decrease in the discount rate increases the pension benefit obligation. This increase is amortized
into earnings as an actuarial loss. SFAS 87 also requires companies to use an expected long-term rate of return for computing current
year pension expense. Differences between the actual and expected returns are amortized into earnings as actuarial gains and losses.

Other postretirement benefit expense was $77 million in first quarter 2004, up $9 million from first quarter 2003. The increase in expense
is the result of the amortization of actuarial losses resulting from a declining discount rate, higher than expected benefit costs and an
increase in expected health care inflation.

At the end of 2003, unrecognized actuarial losses related to pension and other postretirement benefit plans were $3.20 billion and $1.38
billion, respectively. The unrecognized actuarial losses for both pensions and other postretirement benefits will be impacted in future
periods by actual asset returns, actual health care inflation, discount rate changes and other factors that impact these expenses. These
losses are currently being amortized into earnings on a straight-line basis over the remaining service period of active employees
expected to receive benefits under the benefit plans.

SFAS 87 requires the recognition of an Additional Minimum Liability if the market value of plan assets is less than the accumulated
benefit obligation at the end of the measurement date. Future changes to the Additional Minimum Liability will be dependent on several
factors including actual returns on our pension plan assets, company contributions, benefit plan changes and our assumed discount rate.

Although we have no ERISA funding requirements in 2004, on April 8, 2004, we made a voluntary cash contribution of $494 million to

fund our U.S. pension plans. We also expect to make $90 million of contributions to certain non-U.S. pension plans during 2004. We
have adequate liquidity resources to fund all U.S. and non-U.S. plans.
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F. Supplemental Consolidating Data

We are providing supplemental consolidating data for the purpose of additional analysis. The data has been grouped as follows:
Consolidated — Caterpillar Inc. and its subsidiaries.

Machinery and Engines - The Machinery and Engines data contained in the schedules on pages 32 to 37 are “non-GAAP financial
measures” as defined by the Securities and Exchange Commission in Regulation G. These non-GAAP financial measures have no
standardized meaning prescribed by U.S. GAAP, and therefore, are unlikely to be comparable with the calculation of similar measures
for other companies. Management does not intend these items to be considered in isolation or as a substitute for the related GAAP
measures. Caterpillar defines Machinery and Engines as it is presented in the supplemental data as Caterpillar Inc. and its subsidiaries
with Financial Products accounted for on the equity basis. Machinery and Engines information relates to our design, manufacturing,
marketing and parts distribution operations. Financial Products information relates to the financing to customers and dealers for the
purchase and lease of Caterpillar and other equipment. The nature of these businesses is different especially with regard to the financial
position and cash flow items. Caterpillar management utilizes this presentation internally to highlight these differences. We also believe
this presentation will assist readers in understanding our business.

Financial Products - our finance and insurance subsidiaries, primarily Cat Financial and Cat Insurance.
Consolidating Adjustments — eliminations of transactions between Machinery and Engines and Financial Products.

Pages 32 to 37 reconcile Machinery and Engines with Financial Products on the Equity Basis to Caterpillar Inc. Consolidated financial
information.
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Caterpillar Inc.

Supplemental Data for Results of Operations
For The Three Months Ended March 31, 2004

(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery and Financial Consolidating
Consolidated Engines ' Products Adjustments
Sales and revenues:
Sales of Machinery and ENgines...........cc..oevvevevnrrvenriernrrennnnnn. $ 6,002 $ 6,002 $ - $ -
Revenues of Financial Products...............cc.comeeveenreeeeneneeeenns 465 - 502 (37)2
Total Sales and reVENUES ..........cvveveevveeeeeesee e 6,467 6,002 502 (37)
Operating costs:
C0St Of gOOUS SOI.......vveereeeeeeeeeeeese e 4,699 4,699 - -
Selling, general and administrative expenses.............cco......... 724 595 140 (11)3
Research and development eXpenses............ooceeerevnrreneens 214 214 - -
Interest expense of Financial Products ..............ccccnereinierennn. 118 - 121 (3)4
Other operating EXPeNSES ............cocvucvueereersressssssssesssessessesens 138 2 136 -
Total 0PErating CoStS ..........ervverrreerereerereersessessseseessseessseeeneen 5,893 5,510 397 (14)
Operating Profit.........c...ccoccoevvemveecrnnsiiessieceesseessseesssesssessensees 574 492 105 (23)
Interest expense excluding Financial Products......................... 57 58 - (1
Other INCOME (EXPENSE)........verreeererereeereeseeseeesessssssseesseesenns 47 16 9 225
Consolidated profit before taxes.............cco.ccooveervinresnrieniinnens 564 450 114 -
Provision for iNCOME taXES ...........vvvrrenrerenneieneiiseieeseesanes 158 119 39 -
Profit of consolidated Companies ...........ccc.evevecvverrrscvenriennns 406 331 75 -
Profit of consolidated companies .............
Equity in profit (loss) of unconsolidated affiliated companies ... 6 5 1 -
Equity in profit of Financial Products' subsidiaries..................... - 76 - (76)8
PrOFit ..ottt $§ 412 $§ 412 $§ 76 $ (76)

' Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

2 Elimination of Financial Products revenues earned from Machinery and Engines.

3 Elimination of expenses recorded by Machinery and Engines paid to Financial Products.

4 Elimination of interest expense recorded by Financial Products paid to Machinery and Engines subsidiaries.
5 Elimination of discount recorded by Machinery and Engines on receivables sold to Financial Products, and of interest income earned by Machinery and

Engines from Financial Products.
6 Elimination of Financial Products profit due to equity method of consolidation.
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Sales and revenues:

Caterpillar Inc.

Supplemental Data for Results of Operations
For The Three Months Ended March 31, 2003
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Sales of Machinery and Engines..........c.ccoeevvnvereereennens
Revenues of Financial Products .............cccccoevevevevennnes
Total sales and revenues...........c.ccceevevvveeeccereverenenans

Operating costs:

Cost 0f gO0dS SO .......cveeecireieirirceiere e
Selling, general and administrative expenses.
Research and development expenses....
Interest expense of Financial Products...
Other operating expenses..........c.co....
Total operating CostS........cvivririrnieeirereesee s

Operating profit............cccooevieieiiieese s

Interest expense excluding Financial Products.............
Other iNCOMe (EXPENSE)........ccvreveeeriereieriererssiereesnens

Consolidated profit before taxes ..............cccccooeververeinnen.

Provision for income taXes ............ccovuevcviererevenennnn.
Profit of consolidated companies ............ccccoveveieienneee.

Equity in profit (loss) of unconsolidated
affiliated COMPaNIeS .......ccocvveveerirereeees
Equity in profit of Financial Products' subsidiaries........

Profit .....ooooeeeeeceecee e

Machinery and Financial Consolidating
Consolidated Engines ’ Products Adjustments
4,424 $ 4,424 - $ -

397 - 440 (43)2
4,821 4,424 440 (43)
3,630 3,630 - -
570 476 114 (20)
152 152 - -

120 - 124 4y
127 2 125 -
4,599 4,260 363 (24)
222 164 7 (19)
66 66 - -

18 4) 3 195
174 94 80 -
49 20 29 -
125 74 51 -
4 2 2 -

- 53 - (53)8

129 $ 129 53 $ (53)

' Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
2 Elimination of Financial Products revenues earned from Machinery and Engines.

3 Elimination of expenses recorded by Machinery and Engines paid to Financial Products.

4 Elimination of interest expense recorded by Financial Products paid to Machinery and Engines.

5 Elimination of discount recorded by Machinery and Engines on receivables sold to Financial Products, and of interest income earned by Machinery and Engines from

Financial Products.

6 Elimination of Financial Products profit due to equity method of consolidations.
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Caterpillar Inc.

Supplemental Data for Financial Position

Assets:

Current assets:
Cash and short-term investments.............cccoee.....
Receivables - trade and other............cccccoevevernnene.
Receivables - finance...........cocovvvvvvevevvceercreennns
Deferred and refundable income taxes..................
Prepaid eXpenses ...
INVENLOMIES ...

Total current @ssets........ccoccveveeeeiviccceeeeee e,

Property, plant and equipment - net............cccoovvvnee
Long-term receivables - trade and other ......................
Long-term receivables - finance ..........cccocovvervevieicinns

Investments in unconsolidated affiliated companies....
Investments in Financial Products subsidiaries ...........
Deferred iNCOME taXES .......oevevvevvverrieererereee e
Intangible aSSets ........cccovrrrinirnereeenas
GOOAWIll.....cevveerreecese et
Other @SSEES .....vevveecrceee e

Total @SSEts .........ocvvvceiecieccee e

Liabilities

Current liabilities:
Short-term borrowings ...........cceeveveireereeieinennnns
Accounts Payable ...
ACCTUEd EXPENSES ....vveveeriiiieiseie e
Accrued wages, salaries and employee benefits ..
Dividends payable ...
Deferred and current income taxes payable..........
Deferred liability ........cooevevrvererieecscse e
Long-term debt due within one year ...........cccc......
Total current liabilities.............cvvevvereirircrrec
Long-term debt due after one year..........ccccoevivrrnnnes
Liability for postemployment benefits ..........c..ccovuernenes
Deferred income taxes and other liabilities ..................
Total liabilities ..o
CoNtiNGENCIES .........coorerreicecieereree s

Stockholders' equity
CommON STOCK ...
Treasury StOCK........ocerurereereresee s
Profit employed in the business
Accumulated other comprehensive income................
Total stockholders' equity.............c.cocoovrniinirnrninicn.

Total liabilities and stockholders' equity........................

At March 31, 2004
(Unaudited)
(Millions of dollars)

Supplemental Consolidating Data

Machinery and Financial Consolidating
Consolidated Engines ' Products Adjustments
$ 368 $ 220 $ 148 $ -
3,751 2,914 1,510 (673)2
7,989 - 7,989 -
729 666 63 -
1,351 1,366 18 (33)3
3,678 3,678 - -
17,866 8,844 9,728 (706)
7,153 4,582 2,571
109 106 3
7972 - 7,972
817 455 362 -
- 2,603 - (2,603)*
585 775 20 (210)
234 225 9 -
1,400 1,400 - -
1,722 843 879
$ 37,858 $ 19,833 $ 21544 $ (3,519
2,936 328 3,041 (433)8
3,309 3,132 174 37
1,636 847 804 (15)8
1,644 1,636 8 -
271 186 85 -
- - 261 (261)
3,404 6 3,398 -
13,200 6,135 7,771 (706)
14,570 3,660 10,910 -
3,222 3,222 - -
532 482 260 (210p
31,524 13,499 18,941 (916)
1,101 1,101 890 (8904
(3,129) (3,129) -
8,862 8,862 1,572 (1,572)4
(500) (500) 141 (141)4
6,334 6,334 2,603 (2,603)
$ 37,858 $ 19,833 $ 21,544 $ (3,519)

1 Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
2 Elimination of receivables between Machinery and Engines and Financial Products.
3 Elimination of Machinery and Engines insurance premiums which are prepaid to Financial Products.

4 Elimination of Financial Products equity which is accounted for on Machinery and Engines on the equity basis.
5 Reclassification of Financial Products deferred tax liability to a deferred tax asset on a consolidated basis.

6 Elimination of short-term borrowings between Machinery and Engines and Financial Products.

7 Elimination of payables between Machinery and Engines and Financial Products.
8 Elimination of prepaid insurance in Financial Products accrued expenses.
9 Elimination of Financial Products deferred liabilities with Machinery and Engines.
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Caterpillar Inc.
Supplemental Data for Financial Position
At December 31, 2003
(Unaudited)
(Millions of dollars)
Supplemental Consolidating Data

Machinery
and Financial Consolidating
Consolidated Engines ' Products Adjustments
Assets:
Current assets:
Cash and short-term investments ............ccccooeeneerncerneennnes $ 342 $ 220 $ 122 $ -
Receivables - trade and other ..., 3,666 2,993 1,642 (969)?
Receivables — finance ........ooevveeeeeeeeeeeeeeees e 7,605 - 7,605 -
Deferred and refundable income taxes.........c.cocveeveenen. 707 645 62 -
Prepaid EXPENSES ........ccocvvveiveieieieieseeee e 1,424 1,403 27 (6)°
INVENTOTIES ...cvevcveteeeeete ettt s 3,047 3,047 - -
Total CUITENt @SSELS .........oveveeececececeee s 16,791 8,308 9,458 (975)
Property, plant and equipment —net ..........cccocovvvvviienniennes 7,290 4,682 2,608
Long-term receivables - trade and other ..........c.ccooevinienee 82 81 1
Long-term receivables — finance ..........cccovvvereereereinrenieneen. 7,822 - 7,822
Investments in unconsolidated affiliated companies.............. 800 426 374 -
Investments in Financial Products subsidiaries..................... - 2,547 - (2,547)
Deferred iNCOME taXES ......c.vrercerrereereeeenserneereeseeeesseseseneens 616 819 19 (222)5
Intangible @SSets........coiririenirerer e 239 230 9 -
GOOAWIIl ... 1,398 1,398 - -
OthEr @SSELS ...ttt 1,427 719 708 -
Total @SSELS ... s $ 36,465 $ 19,210 $ 20,999 $ (3,744)
Liabilities
Current liabilities:
Short-term DOrrowiNgs.......c.cvveieririereseeseeeies 2,757 72 3,160 (475)8
Accounts payable...... 3,100 3,078 243 221y
Accrued expenses 1,638 857 802 (21)8
Accrued wages, salaries and employee benefits............... 1,802 1,788 14 -
Dividends payable............cccovurrerrirerenreriseiersseeissienene 127 127 -
Deferred and current income taxes payable.................... 216 166 50 -
Deferred liability..........covveverrivererieeeeseeee e - - 259 (259)°
Long-term debt due within one year...........ccoovevvereinnne. 2,981 32 2,949 -
Total current IabilitIeS ..........cccvveeeeccccceeeee s 12,621 6,120 7477 (976)
Long-term debt due after one year 14,078 3,367 10,711 -
Liability for postemployment benefits ...........c.cocvererrernieen. 3,172 3,172 - -
Deferred income taxes and other liabilities ...............cccoveuec. 516 473 264 (221)5
Total liabilities ... 30,387 13,132 18,452 (1,197)
CONtINGENCIES .........oveeeecire et senees
Stockholders' equity
Common stock 1,059 1,059 890 (890)*
Treasury stock (2,914) (2,914) - -
Profit employed in the buSINeSS..........c.coveviriinininrininne 8,450 8,450 1,495 (1,495)4
Accumulated other comprehensive inCOME ..........cocveeeeence. (517) (517) 162 (162)4
Total stockholders' equity............cccccooevininnininerir, 6,078 6,078 2,547 (2,547)
Total liabilities and stockholders' equity...................ccoo..n..... $ 36465 $ 19,210 $ 20,999 $ (3,744)

" Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

2 Elimination of receivables between Machinery and Engines and Financial Products.

3 Elimination of Machinery and Engines insurance premiums which are prepaid to Financial Products.

4 Elimination of Financial Products equity which is accounted for on Machinery and Engines on the equity basis.
5 Reclassification of Financial Products deferred tax liability to a deferred tax asset on a consolidated basis.

6 Elimination of Financial Products short-term borrowings from Machinery and Engines.

7 Elimination of payables between Machinery and Engines and Financial Products.

8 Elimination of prepaid insurance in Financial Products accrued expenses.

9 Elimination of Financial Products deferred liabilities with Machinery and Engines.
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Caterpillar Inc.
Supplemental Data for Cash Flow
For the Three Months Ended March 31, 2004
(Unaudited)
(Millions of dollars)
Supplemental Consolidating Data

Machinery and Financial Consolidating
Consolidated Engines ' Products Adjustments
Cash flow from operating activities:
PIOit oottt $ 412 $ 412 $ 76 $ (76)?
Adjustments for non-cash items:
Depreciation and amortization ............ccccoevencnininenninee 350 202 148 -
Undistributed profit of Financial Products................c.c..... - (76) - 763
OtNE oo (37) (25) (3) 9
Changes in assets and liabilities:
Receivables - trade and other............cccoovrencivninenn, (197) (143) 39 (93)4
INVENTOTIES ....cvoviee s (631) (631) - -
Accounts payable and accrued eXpenses.............covewne. 260 228 (39) 714
Other = NEL...oueeceee e (59) (116) 30 274
Net cash provided by (used for) operating activities.................... 98 (149) 251 4)
Cash flow from investing activities:
Capital expenditures - excluding equipment leased to others (106) (101) (5)
Expenditures for equipment leased to others............ccceuuee. (240) - (240)
Proceeds from disposals of property, plant and equipment... 206 7 199
Additions to finance receivables............cccoorrerenrrreiniens (4,812) - (4,812)
Collection of finance receivables............ccccevveveeeeeeeeseinn. 3,854 - 3,854 -
Proceeds from the sale of finance receivables ..................... 264 - 264 -
Net intercompany bormroWINgS............cverveeereereereerrereinneeneens - 209 (6) (203)5
Investments and acquisitions (net of cash acquired) ............ (13) (13) - -
Other = NEL....ececeeee e (65) (5) (60) -
Net cash provided by (used for) investing activities...........c..c....... (912) 97 (806) (203)
Cash flow from financing activities:
DiIVIAENdS PaId........c.oeerreerrerieieeieeisee e (127) (127)
Common stock issued, including treasury shares reissued ... 69 69
Treasury shares purchased......... (250) (250) - -
Net intercompany borrowings - 6 (209) 2035
Proceeds from long-term debtissued ...........coccovveiririennne. 1,808 255 1,553 -
Payments on long-term debt ...........ccocvvvivinininncciene (913) (25) (888) -
Short-term borrowings - NEt.........cccccvvevevieienieerenieeis 220 91 129 -
Net cash provided by financing activities..........c.coveviverernciinins 807 19 585 203
Effect of exchange rate on cash ..........cccccevevieicvecieicsieee, 33 33 (4) 456
Increase in cash and short-term investments ....................... 26 - 26 -
Cash and short-term investments at beginning of period.............. 342 220 122
Cash and short-term investments at end of period.........ccc.......... $ 368 $ 220 $ 148 $

" Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

2 Elimination of Financial Products profit after tax due to equity method of consolidation.

3 Non-cash adjustment for the undistributed profit from Financial Products.

4 Elimination of non-cash adjustments and changes in assets and liabilities related to consolidated reporting.
5 Net proceeds and payments to/from Machinery and Engines and Financial Products.

6 Elimination of the effect of exchange on intercompany balances.
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Caterpillar Inc.
Supplemental Data for Cash Flow
For the Three Months Ended March 31, 2003
(Unaudited)
(Millions of dollars)
Supplemental Consolidating Data

Machinery and Financial Consolidating
Consolidated Engines’ Products Adjustments
Cash flow from operating activities:
PIOfit oot $ 129 $ 129 $ 53 $ (53)?
Adjustments for non-cash items:
Depreciation and amortization ..............ccccovevieneenee 332 205 127 -
Undistributed profit of Financial Products................. - (53) - 533
OtNE oo 17 11 1 54
Changes in assets and liabilities:
Receivables - trade and other ... (115) (53) (35) (27)4
INVENTOTIES. ... (301) (301) - -
Accounts payable and accrued expenses ............... 248 43 170 354
Other - Net.......ccooiiissceeees (92) (62) (7 (23)4
Net cash provided by (used for) operating activities........... 218 (81) 309 (10)
Cash flow from investing activities:
Capital expenditures - excluding equipment
leased t0 Others.........cccvierccvirceeeee e (86) (81) (5)
Expenditures for equipment leased to others............... (261) - (261)
Proceeds from disposals of property,
plant and equUIPMENt.........cccovveevieereer s 160 - 160
Additions to finance receivables..........ccccoevrrinienrenee. (3,386) - (3,386) -
Collection of finance receivables............cccccovvvvevevennnnn. 2,995 - 2,995 -
Proceeds from the sale of finance receivables ............ 269 - 269 -
Net intercompany borrowings...........ccccveerveerneeneeneennens - 522 10 (532)5
Investments and acquisitions (net of cash acquired) .. (17) ] (10) -
Other = NEL ..ot s (40) (13) (40) 136
Net cash provided by (used for) investing activities............ (366) 421 (268) (519
Cash flow from financing activities:
Dividends Paid.........ecerereerreemeeereerneieeiesesesese s (120) (120) -
Common stock issued, including treasury
Shares reiSSUEM ........c.cvuevrererieeieeeireieree s - - 13 (13)8
Net intercompany borrowings............cccoeveereeervinieneen. - (10) (522) 5325
Proceeds from long-term debt issued ............cccooveuneee 2,053 79 1,974 -
Payments on long-term debt ..o, (985) (250) (735)
Short-term borrowings - Net.........ccoovevinerercricenineen. (773) 8 (781) -
Net cash provided by (used for) financing activities ........... 175 (293) (51) 519
Effect of exchange rate on cash ...........cccocoveevevieiccniinnnes 9) (14) (5) 107
Increase (Decrease) in cash and short-term
INVESEMENES .......coocvce e 18 33 (15)
Cash and short-term investments at beginning of period ... 309 146 163
Cash and short-term investments at end of period............. $ 327 $ 179 $ 148 $ -

1 Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
2 Elimination of Financial Products profit after tax due to equity method of consolidation.

3 Non-cash adjustment for the undistributed profit from Financial Products.

4 Elimination of non-cash adjustments and changes in assets and liabilities related to consolidated reporting.
5 Net proceeds and payments to/from Machinery and Engines and Financial Products.

6 Change in investment and common stock related to Financial Products.

7 Elimination of the effect of exchange on intercompany balances.
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G. Safe Harbor Statement under the Securities Litigation Reform Act of 1995

Certain statements contained in our first quarter 2004 Form 10-Q and prepared statements from the related results webcast are forward-looking and involve uncertainties
that could significantly impact results. The words "believes," "expects,” "estimates,” "anticipates,” "will be", "should" and similar words or expressions identify forward-
looking statements made on behalf of Caterpillar. Uncertainties include factors that affect international businesses, as well as matters specific to the company and the

markets it serves.

World Economic Factors

A vigorous worldwide economic recovery is now underway and global economic growth is expected to be about 4 percent in 2004, or about 1% percentage points more
than in 2003. All regions are improving, although the recovery in the Euro-zone economy is still weak. Industrial production in many developing countries increased
sharply over the past year, often at double-digit rates.

Low interest rates initiated economic recoveries and low inflation rates likely will encourage central bankers to be cautious about implementing any interest rate hikes.
Modest interest rate hikes (less than 100 basis points) probably would not much affect the 2004 outlook. If, however, central bankers decide to raise interest rates
significantly, the recovery would be less robust than assumed, likely weakening Machinery and Engines sales.

Recent increases in coal and metals prices have prompted mining sectors in most countries to increase investments. Further increases in industrial production, plus tight
supplies, should maintain prices at favorable levels and cause the mining recovery to strengthen further. An unexpected, sharp decline in prices would harm the recovery.

U.S. economic data were often weaker than expected at the start of the year but improved as the quarter progressed. First quarter growth was probably 4 percent or more
and growth should improve further, allowing full year growth between 4.5 and 5 percent. Canada, which has had to reverse recent interest rate hikes, should have
economic growth near 3 percent this year. Positives for Machinery and Engines sales include continued strong demand for housing, a recovery in commercial
construction, increased funding for highways and favorable metals and energy prices. Coal mining, benefiting from stronger demand and sharp increases in spot prices,
should increase significantly. Should any of these factors change substantially, our sales probably would be weaker than assumed.

While Euro-zone economies were weaker than expected in the first quarter, we expect some improvement in coming quarters. In addition, other European economies are
experiencing stronger recoveries, which should keep overall European economic growth near 2 percent this year, enough to help our sales. Economies in both
Africa/Middle East and the CIS should benefit from another year of high commodity prices. As a result, we project some growth in Machinery and Engines sales in EAME
in 2004. However, the European economy is still fragile and any slowing in economic growth could adversely impact sales. Growth in sales in both Africa/Middle East and
CIS are highly dependent upon a continued high level of energy and other commodity prices.

The Japanese economy has been in recovery for eight consecutive quarters and our outlook assumes that measures employed by the Bank of Japan - zero interest rates,
the maintenance of high levels of reserves in the banking system and the purchase of long-term government bonds - will allow this recovery to continue. We project
economic growth of 3 percent in 2004, somewhat better than in 2003 and the best year since 1996. The economy remains vulnerable to any tightening in financial
conditions and should that occur, the recovery could stall. Slower economic growth would adversely affect our sales in that country and could have a negative impact on
other economies, particularly those in the region.

Latin American economies recovered sharply late last year and we expect economic growth will improve to about 4 percent this year — the best year since 2000. The
stronger world economy is boosting regional exports, higher metals prices should encourage more investment in mining and foreign investors are returning. As a result of
the economic recovery, we project significant improvement in Machinery and Engines sales in 2004. Any slowing in world growth, collapse in commodity prices or sharp
increases in interest rates would jeopardize the expected sales recovery.

The Asia/Pacific region should remain the fastest growing economic bloc in the world this year, with about 6.5 percent growth. China’s economy could slow a bit in
response to modest tightening in economic policies but faster growth in most other countries will more than compensate. Exports will benefit from the worldwide economic
recovery and low local interest rates will encourage more domestic spending. We expect sales of Machinery and Engines to increase again in 2004. Either a rapid
slowdown in the Chinese economy or intensified trade frictions is a sizable risk to the sales improvement expected.

Commodity Prices

Commodities represent a significant sales opportunity, with prices and production as key drivers. Prices have improved sharply over the past year and our outlook
assumes continued growth in the world economy will cause metals prices to hold at or above recent prices in 2004. Any unexpected weakening in world industrial
production, however, could cause prices to drop sharply to the detriment of our results.

Coal production and prices have improved this year and our sales have benefited. We expect these trends to continue. Should coal prices soften, due to a slowing in
world economic growth, the ongoing sales recovery would be vulnerable.

Oil and natural gas prices have continued fairly high into 2004 due to strong demand and tight inventories. Our outlook assumes that increased production will ease
shortages in both oil and natural gas, allowing prices to ease some. We do not yet view higher energy prices as a threat to economies since it is strong demand that is
boosting prices and world production is still increasing. However, should significant supply cuts occur, such as from OPEC production cuts or political unrest in a major
producing country, the resulting price spikes likely would slow economies, potentially with a depressing impact on our sales.

Monetary and Fiscal Policies

For most companies operating in a global economy, monetary and fiscal policies implemented in the U.S. and abroad could have a significant impact on economic growth,
and accordingly, demand for a product. In general, higher than expected interest rates, reductions in government spending, higher taxes, significant currency devaluations,
and uncertainty over key policies are some factors likely to lead to slower economic growth and lower industry demand.
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While economic data are looking more favorable, central banks in most developed countries are still holding interest rates steady. Two (Reserve Bank of Australia and
Bank of England) have implemented modest interest rate increases. Our outlook assumes that Central Banks will take great care to ensure that economic recoveries
continue and that interest rates will remain low throughout 2004. Should Central Banks raise interest rates too aggressively, both economic growth and our sales could
suffer.

Budget deficits in many countries have increased, which has limited the ability of governments to boost economies with tax cuts and more spending. Our outlook assumes

that governments will not aggressively raise taxes and slash spending to deal with their budget imbalances. Such actions could disrupt growth and negatively affect sales
to public construction.

Political Factors

Political factors in the United States and abroad have a major impact on global companies.

Our outlook assumes that there will be no major escalations of military conflict in the forecast period. Such military conflicts could severely disrupt sales into countries
affected, as well as nearby countries.

Our outlook also assumes that there will be no major terrorist attacks. If there is a major terrorist attack, confidence could be undermined, causing a sharp drop in
economic activities and our sales. Attacks in major developed economies would be the most disruptive.

Our outlook further assumes that efforts by countries to increase their exports will not result in retaliatory countermeasures by other countries to block such exports,
particularly in the Asia/Pacific region. In addition, our outlook assumes that any change in ETI provisions will not negatively impact our tax liability.

Currency Fluctuations

The company has costs and revenues in many currencies and is therefore exposed to risks arising from currency fluctuations. Many currency positions are fairly closely
balanced, which, along with the diversity of currency positions, helps diminish exchange rate risks.

The company's largest manufacturing presence is in the United States. So any unexpected strengthening of the dollar tends to raise the foreign currency value of costs
and reduce our global competitiveness.

Dealer Practices

The company sells primarily through an independent dealer network. Dealers carry inventories of both new and rental equipment and adjust those inventories based on
their assessments of future needs. Such adjustments can impact our results either positively or negatively. The current outlook assumes dealers will reduce inventories
slightly in 2004; more drastic reductions would adversely affect sales.

Other Factors

The rate of infrastructure spending, housing starts, commercial construction and mining play a significant role in the company's results. Our products are an integral
component of these activities and as these activities increase or decrease in the United States or abroad, demand for our products may be significantly impacted.

Projected cost savings or synergies from alliances with new partners could also be negatively impacted by a variety of factors. These factors could include, among other
things, higher than expected wages, energy and/or material costs, and/or higher than expected financing costs due to unforeseen changes in tax, trade, environmental,
labor, safety, payroll or pension policies in any of the jurisdictions where the alliances conduct their operations.

Our outlook factors in no significant disruption due to work stoppages at any of our facilities worldwide. Our outlook factors in the timely ratification of a new 6-year labor
agreement between Caterpillar and the United Auto Workers. If, for whatever reason, there were to be a prolonged labor disruption, our sales and revenues and profit
would likely be negatively impacted.

Results may be impacted positively or negatively by changes in the sales mix. Our outlook assumes a certain geographic mix of sales as well as a product mix of sales. If
actual results vary from this projected geographic and product mix of sales, our results could be negatively impacted.

The company operates in a highly competitive environment and our outlook depends on a forecast of the company's share of industry sales. An unexpected reduction in
that share could result from pricing or product strategies pursued by competitors, unanticipated product or manufacturing difficulties, a failure to price the product
competitively, or an unexpected buildup in competitors' new machine or dealer owned rental fleets, leading to severe downward pressure on machine rental rates and/or
used equipment prices.

The environment also remains very competitive from a pricing standpoint. Our outlook assumes that the company will be successful in implementing worldwide machine
price increases communicated to dealers with an effective date of July 1, 2004. If for whatever reason the price increases are not accepted in the marketplace, our results
will be negatively impacted. Moreover, additional price discounting would result in lower than anticipated realization.

Inherent in the operation of the Financial Products Division is the credit risk associated with its customers. The creditworthiness of each customer, and the rate of
delinquencies, repossessions and net losses on customer obligations are directly impacted by several factors, including, but not limited to, relevant industry and economic
conditions, the availability of capital, the experience and expertise of the customer's management team, commodity prices, political events, and the sustained value of the
underlying collateral. Additionally, interest rate movements create a degree of risk to our operations by affecting the amount of our interest payments and the value of our
fixed rate debt. Our match funding policy manages interest rate risk by matching the interest rate profile (fixed rate or floating rate) of our debt portfolio with the interest
rate profile of our receivables portfolio within certain parameters. To achieve our match funding objectives, we issue debt with a similar interest rate profile to our
receivables and also use interest rate swap agreements to manage our interest rate risk exposure to interest rate changes and in some cases to lower our cost of
borrowed funds. If interest rates move upward more sharply than anticipated, our financial results could be negatively impacted. With respect to our insurance and
investment management operations, changes in the equity and bond markets could cause an impairment of the value of our investment portfolio, thus requiring a negative
adjustment to profit.
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In general, our results are sensitive to changes in economic growth, particularly those originating in construction, mining and energy. Developments reducing such
activities also tend to lower our sales. In addition to the factors mentioned above, our results could be negatively impacted by any of the following:

= Any sudden drop in consumer or business confidence
= Delays in legislation needed to fund public construction

. Regulatory or legislative changes that slow activity in key industries; and/or
. Unexpected collapses in stock markets.

This discussion of uncertainties is by no means exhaustive but is designed to highlight important factors that may impact our outlook. Obvious factors such as general
economic conditions throughout the world do not warrant further discussion, but are noted to further emphasize the myriad of contingencies that may cause the company's
actual results to differ from those currently anticipated.

Item 4. Controls and Procedures

An evaluation was performed under the supervision and with the participation of the company's management, including the Chief
Executive Officer (CEQ) and Chief Financial Officer (CFO), of the effectiveness of the design and operation of the company's disclosure
controls and procedures as of the end of the period covered by this quarterly report. Based on that evaluation, the company's
management, including the CEO and CFO, concluded that the company's disclosure controls and procedures are effective to ensure that
information required to be disclosed by the company in reports that it files or submits under the Securities Exchange Act of 1934 is
recorded, processed, summarized, and reported within the time periods specified in Securities and Exchange Commission rules and
forms. During the last fiscal quarter, there have been no significant changes in the company's internal controls over financial reporting
that has materially affected, or is reasonably likely to materially affect, the company's internal control over financial reporting. Although
the design of any system of controls is based in part upon certain assumptions about the likelihood of future events, and there can be no
assurance that any design will succeed in achieving its stated goals under all potential future conditions, regardless of how remote,
management's evaluation provided reasonable assurance that these controls will be effective.

PART Il. OTHER INFORMATION

Item 1. Legal Proceedings.

The disclosure regarding legal proceedings contained in Part | - Item 3 "Legal Proceedings" of our Form 10-K filed with the Securities
and Exchange Commission for the year ended December 31, 2003 is updated by the following disclosure:

On January 16, 2002, Caterpillar commenced an action in the Circuit Court of the Tenth Judicial Circuit of lllinois in Peoria, lllinois,
against Navistar International Transportation Corporation and International Truck and Engine Corporation (collectively Navistar). The
lawsuit arises out of a long-term purchase contract between Caterpillar and Navistar effective May 31, 1988, as amended from time to
time (the Purchase Agreement). The pending complaint alleges that Navistar breached its contractual obligations by: (i) paying
Caterpillar $8.08 less per fuel injector than the agreed upon price for new unit injectors delivered by Caterpillar; (ii) refusing to pay
contractually agreed upon surcharges owed as a result of Navistar ordering less than planned volumes of replacement unit injectors; and
(iii) refusing to pay contractually agreed upon interest stemming from Navistar's late payments. At March 31, 2004, the past due
receivable from Navistar regarding the foregoing was $139 million. The pending complaint also has claims alleging that Franklin Power
Products, Inc., Newstream Enterprises, and Navistar, collectively and individually, failed to pay the applicable price for shipments of unit
injectors to Franklin and Newstream. At March 31, 2004, the past due receivables for the foregoing totaled $12 million. The pending
complaint further alleges that Sturman Industries, Inc. and Sturman Engine Systems, Inc. colluded with Navistar to utilize technology that
Sturman Industries, Inc. misappropriated from Caterpillar to help Navistar develop its G2 fuel system, and tortiously interfered with the
Purchase Agreement and Caterpillar's prospective economic relationship with Navistar. The pending complaint further alleges that the
two parties' collusion led Navistar to select Sturman Engine Systems, Inc., and another company, instead of Caterpillar, to develop and
manufacture the G2 fuel system.
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On May 7, 2002, International Truck and Engine Corporation (International) commenced an action against Caterpillar in the Circuit Court
of DuPage County, lllinois that alleges Caterpillar breached various aspects of a long-term agreement term sheet. In its fourth amended
complaint, International seeks a declaration from the court that the term sheet constitutes a legally binding contract for the sale of heavy-
duty engines at specified prices through the end of 2006, alleges that Caterpillar breached the term sheet by raising certain prices
effective October 1, 2002, and also alleges that Caterpillar breached an obligation to negotiate a comprehensive long-term agreement
referenced in the term sheet. International further claims that Caterpillar improperly restricted the supply of heavy-duty engines to
International from June through September 2002, and claims that Caterpillar made certain fraudulent misrepresentations with respect to
the availability of engines during this time period. International seeks damages "in an amount to be determined at trial" and injunctive
relief. Caterpillar filed an answer denying International's claims and has filed a counterclaim seeking a declaration that the term sheet
has been effectively terminated. Caterpillar denies International's claims and will vigorously contest them. On September 24, 2003, the
Appellate Court of lllinois, ruling on an interlocutory appeal, issued an order consistent with Caterpillar's position that, even if the court
subsequently determines that the term sheet is a binding contract, it is indefinite in duration and was therefore terminable at will by
Caterpillar after a reasonable period. Caterpillar anticipates that a trial currently scheduled for the fourth quarter of 2004 will address all
remaining issues in this matter. This matter is not related to the breach of contract action brought by Caterpillar against Navistar
currently pending in the Circuit Court of Peoria County, lllinois.

On August 30, 2002, a World Trade Organization (WTO) arbitration panel determined that the European Union (EU) may impose up to
$4.04 billion per year in retaliatory tariffs if the U.S. tax code is not brought into compliance with an August 2001 WTO decision that
found the extraterritorial tax (ETI) provisions of the FSC Repeal and Extraterritorial Income Exclusion Act of 2000 constitute an export
subsidy prohibited by the WTO Agreement on Subsidies and Countervailing Measures. Since August 2002, the EU has developed a list
of U.S. origin products on which the EU could impose tariffs as high as 100 percent of the value of the product. Negotiations among EU
Member States, the European Commission, and the private sector over which products would be listed were intense. The EU finalized
the list in December 2003 and in March 2004 began to impose retaliatory tariffs of 5 percent on certain U.S. origin goods. These tariffs
will increase 1 percentage point per month to a maximum of 17 percent after one year. The gradual increase in tariffs is designed to
place increasing pressure on the U.S. government to bring its tax laws into compliance with its WTO obligations. Given the makeup of
the final retaliation list, some Caterpillar parts and components will be subjected to these additional tariffs. We do not believe these
tariffs will materially impact our financial results. The company has production facilities in the EU, Russia, Asia, and South America.
Products sold into the EU from these plants are not affected by this retaliatory tariff. Congress is currently under increasing pressure to
repeal ETI. We cannot predict how the U.S. legislative process will affect the company’s 2004 income tax liability. Although we don’t
expect a material impact, it is possible that enacted changes in legislation could significantly lower our expected 2004 export benefits.

Item 2. Changes in Securities, Use of Proceeds and Issuer Purchases of Equity Securities.

Issuer Purchases of Equity Securities

Total Number
of Shares Maximum Number
Total number Purchased of Shares that May
of Shares Average Price Under the Yet Be Purchased
Period Purchased Paid per Share Program Under the Program
January 1-31, 2004 1,081,900 79.11 1,081,900 23,355,594
February 1-29, 2004 2,128,100 77.21 2,128,100 21,427,249
March 1-31, 2004 - - - 21,902,131
Total 3,210,000 77.85 3,210,000
T On October 8, 2003, the board of directors approved an extension of the share repurchase program (through October 2008) with the goal of
reducing the company's outstanding shares to 320,000,000. Amount represents the shares outstanding at the end of the period less
320,000,000.

Non-U.S. Employee Stock Purchase Plans

We have 27 employee stock purchase plans administered outside the United States for our foreign employees. As of March 31, 2004,
those plans had approximately 8,160 participants in the aggregate. During the first quarter of 2004, a total of 102,451 shares of
Caterpillar common stock or foreign denominated equivalents were distributed under the plans. Participants in some foreign plans have
the option of receiving non-U.S. share certificates (foreign-denominated equivalents) in lieu of U.S. shares of Caterpillar Inc. common
stock upon withdrawal from the plan. These equivalent certificates are tradable only on the local stock market and are included in our
determination of shares outstanding.
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Item 4. Submission of Matters to a Vote of Security Holders

The Annual Meeting of Stockholders of Caterpillar Inc. was held on April 14, 2004, for the purpose of electing directors and voting on the
proposals described below. Proxies for the meeting were solicited pursuant to Section 14(a) of the Securities Exchange Act of 1934 and
there was no solicitation in opposition to management's solicitations. A plurality vote of the shares present at the meeting was required
for election of directors. An affirmative vote of the majority of shares present at the meeting was required for approval of all other

proposals. Abstentions and broker non-votes have the effect of a no vote on matters other than director elections. Quorum exists if at

least one-third of Caterpillar stockholders are present in person or by proxy at the meeting. Abstentions and broker non-votes are

counted as present for establishing a quorum.

Proposal 1 - Election of Directors

All of management's nominees for directors as listed in the proxy statement were elected with the following vote:

Shares Voted "FOR" Shares "WITHHELD"
John T. Dillon 292,840,884.68 14,334,813.52
Juan Gallardo 293,424,533.12 13,751,165.09
William A. Osborn 296,375,468.41 10,800,229.79
Gordon R. Parker 292,587,843.74 14,587,854 .47
Edward B. Rust, Jr. 293,486,033.26 13,692,664.95

Proposal 2 - Amend Stock Option Plan

The management proposal requesting approval of an amendment to the Caterpillar Inc. Stock Option and Long-Term Incentive Plan was

approved with the following vote:

Shares Voted Shares Voted Shares Broker
"FOR" "AGAINST" "ABSTAINING" Non-Votes
193,693,578.06 73,180,116.84 7,948,527.31 32,353,476
Proposal 3 - Ratification of Auditors
The management proposal requesting ratification of Auditors was approved with the following vote:
Shares Voted Shares Voted Shares Broker
"FOR" "AGAINST" "ABSTAINING" Non-Votes
289,639,985.21 10,552,921.88 6,983,875.12 0

Proposal 4 - Stockholder Proposal - Shareholder Rights Plan

The stockholder proposal requesting the Board of Directors to redeem or terminate the company's shareholder rights plan unless put to

shareholder vote was defeated with the following vote:

Shares Voted Shares Voted Shares Broker
"FOR" "AGAINST" "ABSTAINING" Non-Votes
147,486,605.18 118,852,353.92 8,483,263.11 32,353,476
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Proposal 5 - Stockholder Proposal - Sale of Equipment to Israel

The stockholder proposal requesting the Board of Directors to report on whether sales of equipment to Israel comports with the
company’s Code of Conduct was defeated with the following vote:

Shares Voted Shares Voted Shares Broker
"FOR" "AGAINST" "ABSTAINING" Non-Votes
9,691,465.96 232,722,811.89 32,407,944.35 32,353,476

Proposal 6 - Stockholder Proposal - HIV/AIDS

The stockholder proposal requesting the Board of Directors to report on the economic effects of the HIV/AIDS, tuberculosis and malaria
pandemics on the company's business strategy was defeated with the following vote:

Shares Voted Shares Voted Shares Broker
"FOR" "AGAINST" "ABSTAINING" Non-Votes
14,675,847.59 227,812,962.48 32,333,412.14 32,353,476

Item 6. Exhibits and Reports on Form 8-K
(@)  Exhibits:
3.3 Bylaws, amended and restated as of February 11, 2004.

311 Certification of James W. Owens, Chairman and Chief Executive Officer of Caterpillar Inc., as required
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of F. Lynn McPheeters, Chief Financial Officer of Caterpillar Inc., as required pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.

32 Certification of James W. Owens, Chairman and Chief Executive Officer of Caterpillar Inc. and F. Lynn
McPheeters, Chief Financial Officer of Caterpillar Inc., as required pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

(b)  During the quarter ended March 31, 2004, reports on Form 8-K were filed pursuant to Item 5 on January 27, February
12, March 2 (two), and March 22, and furnished pursuant to Item 12 on January 27. Additional reports on Form 8-K were
filed on April 14, April 15, and April 22 pursuant to Item 5 and furnished on April 22, 2004 pursuant to ltem 12. No
financial statements were filed as part of those reports.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

CATERPILLAR INC.

May 6, 2004 /sl James W. Owens Chairman of the Board and Chief Executive Officer
(James W. Owens)

May 6, 2004 /s/ F. Lynn McPheeters Vice President and Chief Financial Officer
(F. Lynn McPheeters)

May 6, 2004 /s/ David B. Burritt Controller and Chief Accounting Officer
(David B. Burritt)

May 6, 2004 Is/ James B. Buda Secretary
(James B. Buda)

44



Exhibit 3.3

CATERPILLAR INC.
BYLAWS

(as amended and restated as of February 11, 2004)

Article I
Offices

Section 1. Registered Office.

The registered office of the corporation in the State of Delaware shall be in the City of Wilmington,
County of New Castle, State of Delaware.

Section 2. Other Offices.

The corporation may also have offices at such other places both within and without the State of Delaware
as the board of directors may from time to time determine or the business of the corporation may require.

Article 11
Stockholders

Section 1. Stockholder Meetings.

(a) Place of Meetings. Meetings of stockholders shall be held at such places, within or without the
State of Delaware, as may from time to time be designated by the board of directors.

(b) Annual Meeting.
(1) The annual meeting of stockholders shall be held on the second Wednesday in April in

each year at a time designated by the board of directors, or at such a time and date as may be designated
by the board.



(i) At an annual meeting of the stockholders, only such business shall be conducted as shall
have been properly brought before the meeting. To be properly brought before an annual meeting,
business must be (a) specified in the notice of meeting (or any supplement thereto) given by or at the
direction of the board of directors, (b) otherwise properly brought before the meeting by or at the
direction of the board of directors, or (c) otherwise properly brought before the meeting by a stockholder.
For business to be properly brought before an annual meeting by a stockholder, the stockholder must have
given timely notice thereof in writing to the secretary of the corporation. To be timely, a stockholder's
notice must be delivered to or mailed and received at the principal executive offices of the corporation,
not less than 45 days nor more than 90 days prior to the meeting; provided, however, that in the event that
less than 60 days' notice of the date of the meeting is given or made to stockholders, notice by the
stockholder to be timely must be so received not later than the close of business on the fifteenth (15th)
day following the date on which such notice of the date of the annual meeting was mailed. A
stockholder's notice to the secretary shall set forth as to each matter the stockholder proposes to bring
before the annual meeting (a) a brief description of the business desired to be brought before the annual
meeting, (b) the name and address, as they appear on the corporation's books, of the stockholder
proposing such business, (c) the class and number of shares of the corporation which are beneficially
owned by the stockholder and (d) any material interest of the stockholder in such business.
Notwithstanding anything in the bylaws to the contrary, no business shall be conducted at an annual
meeting except in accordance with the procedures set forth in this Section 1(b)(ii). The presiding officer
of an annual meeting shall, if the facts warrant, determine and declare to the meeting that business was
not properly brought before the meeting and in accordance with the provisions of this Section 1, and if he
should so determine, he shall so declare to the meeting and any such business not properly brought before
the meeting shall not be transacted.

(c) Special Meetings. Special meetings of the stockholders of this corporation for any purpose or
purposes may be called at any time by the chairman of the board or the vice chairman, or by the board of
directors pursuant to a resolution approved by a majority of the entire board of directors, but such special
meetings may not be called by any other person or persons.

(d) Notice of Meetings. Notice of every meeting of the stockholders shall be given in the manner
prescribed by law.

(e) Quorum. Except as otherwise required by law, the certificate of incorporation and these bylaws,
the holders of not less than one-third of the shares entitled to vote at any meeting of the stockholders,
present in person or by proxy, shall constitute a quorum and the act of the majority of such quorum shall
be deemed the act of the stockholders. If a quorum shall fail to attend any meeting, the chairman of the
meeting may adjourn the meeting to another place, date or time. If a notice of any adjourned special
meeting of stockholders is sent to all stockholders entitled to vote thereat, stating that it will be held with
those present constituting a quorum, then, except as otherwise required by law, those present at such
adjourned meeting shall constitute a quorum and all matters shall be determined by a majority of votes
cast at such meeting.

Section 2. Determination of Stockholders Entitled to Vote.
To determine the stockholders entitled to notice of any meeting or to vote, the board of directors may fix

in advance a record date as provided in Article VI, Section 1 hereof, or if no record date is fixed by the
board a record date shall be determined as provided by law.



Section 3. Voting.

(a) Subject to the provisions of applicable law, and except as otherwise provided in the certificate of
incorporation, each stockholder present in person or by proxy shall be entitled to one vote for each full
share of stock registered in the name of such stockholder at the time fixed by the board of directors or by
law as the record date of the determination of stockholders entitled to vote at a meeting.

(b) Every stockholder entitled to vote may do so in person or by one or more agents authorized by
proxy. Such authorization may be in writing or by transmission of an electronic communication, as
permitted by law and in accordance with procedures established for the meeting.

(c) Voting may be by voice or by ballot as the chairman of the meeting shall determine.

(d) In advance of any meeting of stockholders the board of directors may appoint one or more
persons (who shall not be candidates for office) as inspectors of election to act at the meeting. If
inspectors are not so appointed, or if an appointed inspector fails to appear or fails or refuses to act at a
meeting, the chairman of any meeting of stockholders may, and on the request of any stockholder or his
proxy shall, appoint inspectors of election at the meeting.

(e) Any action required or permitted to be taken by the stockholders of the corporation must be
effected at a duly called annual or special meeting of such holders and may not be effected by any consent
in writing by such holders.

Article IIT
Board of Directors

Section 1. Election of Directors.

(a) Number. The authorized number of directors of the corporation shall be fixed from time to time
by the board of directors but shall not be less than three (3). The exact number of directors shall be
determined from time to time either by a resolution or bylaw duly adopted by the board of directors.

(b) Classes of Directors. The board of directors shall be and is divided into three classes: Class I,
Class II and Class 111, which shall be as nearly equal in number as possible. Each director shall serve for a
term ending on the date of the third annual meeting of stockholders following the annual meeting at
which the director was elected; provided, however, that each initial director in Class I shall hold office
until the annual meeting of stockholders in 1987; each initial director in Class II shall hold office until the
annual meeting of stockholders in 1988; and each initial director in Class III shall hold office until the
annual meeting of stockholders in 1989. Notwithstanding the foregoing provisions of this subsection (b),
each director shall serve until his successor is duly elected and qualified or until his death, resignation or
removal.



(¢) Newly Created Directorships and Vacancies. In the event of any increase or decrease in the
authorized number of directors, the newly created or eliminated directorships resulting from such increase
or decrease shall be apportioned by the board of directors among the three classes of directors so as to
maintain such classes as nearly equal in number as possible. No decrease in the number of directors
constituting the board of directors shall shorten the term of any incumbent director. Newly created
directorships resulting from any increase in the number of directors and any vacancies on the board of
directors resulting from death, resignation, disqualification, removal or other cause shall be filled by the
affirmative vote of a majority of the remaining directors then in office (and not by stockholders), even
though less than a quorum of the board of directors. Any director elected in accordance with the
preceding sentence shall hold office for the remainder of the full term of the class of directors in which
the new directorship was created or the vacancy occurred and until such director's successor shall have
been elected and qualified.

(d) Nomination of Directors. Candidates for director shall be nominated either
(i) by the board of directors or a committee appointed by the board of directors or

(il)) by nomination at any such stockholders' meeting by or on behalf of any stockholder
entitled to vote at such meeting provided that written notice of such stockholder's intent to make such
nomination or nominations has been given, either by personal delivery or by United States mail, postage
prepaid, to the secretary of the corporation not later than (1) with respect to an election to be held at an
annual meeting of stockholders, ninety (90) days in advance of such meeting, and (2) with respect to an
election to be held at a special meeting of stockholders for the election of directors, the close of business
on the tenth (10th) day following the date on which notice of such meeting is first given to stockholders.
Each such notice shall set forth: (a) the name and address of the stockholder who intends to make the
nomination and of the person or persons to be nominated; (b) a representation that the stockholder is a
holder of record of stock of the corporation entitled to vote at such meeting and intends to appear in
person or by proxy at the meeting to nominate the person or persons specified in the notice; (c) a
description of all arrangements or understandings between the stockholder and each nominee and any
other person or persons (naming such person or persons) pursuant to which the nomination or
nominations are to be made by the stockholder; (d) such other information regarding each nominee
proposed by such stockholder as would be required to be included in a proxy statement filed pursuant to
the proxy rules of the Securities and Exchange Commission, had the nominee been nominated, or
intended to be nominated, by the board of directors; and (e) the consent of each nominee to serve as a
director of the corporation if so elected. The presiding officer of the meeting may refuse to acknowledge
the nomination of any person not made in compliance with the foregoing procedure.

(e) Removal. Any director may be removed from office without cause but only by the affirmative
vote of the holders of not less than seventy-five percent (75%) of the outstanding stock of the corporation
entitled to vote generally in the election of directors, voting together as a single class.

(f) Preferred Stock Provisions. Notwithstanding the foregoing, whenever the holders of any one or
more classes or series of stock issued by this corporation having a preference over the common stock as to
dividends or upon liquidation, shall have the right, voting separately by class or series, to elect directors at
an annual or special meeting of stockholders, the election, term of office, filling of vacancies,
nominations, terms of removal and other features of such directorships shall be governed by the terms of
Article FOURTH of the certificate of incorporation and the resolution or resolutions establishing such
class or series adopted pursuant thereto and such directors so elected shall not be divided into classes
pursuant to Article SIXTH of the certificate of incorporation unless expressly provided by such terms.



Section 2. Meetings of the Board of Directors.

(a) Regular Meetings. Regular meetings of the board of directors shall be held without call at the
following times:

(1) 8:30 a.m. on the second Wednesday in February, April, June, August, October and
December;

(i1) one-half hour prior to any special meeting of the stockholders, and immediately
following the adjournment of any annual or special meeting of the stockholders.

Notice of all such regular meetings is hereby dispensed with.

(b) Special Meetings. Special meetings of the board of directors may be called by the chairman of
the board, any two (2) directors or by any officer authorized by the board. Notice of the time and place of
special meetings shall be given by the secretary or an assistant secretary, or by any other officer
authorized by the board. Such notice shall be given to each director personally or by mail, messenger,
telephone or telegraph at his business or residence address. Notice by mail shall be deposited in the
United States mail, postage prepaid, not later than the third (3rd) day prior to the date fixed for the
meeting. Notice by telephone or telegraph shall be sent, and notice given personally or by messenger
shall be delivered, at least twenty-four (24) hours prior to the time set for the meeting. Notice of a special
meeting need not contain a statement of the purpose of the meeting.

(¢) Adjourned Meetings. A majority of directors present at any regular or special meeting of the
board of directors, whether or not constituting a quorum, may adjourn from time to time until the time
fixed for the next regular meeting. Notice of the time and place of holding an adjourned meeting shall not
be required if the time and place are fixed at the meeting adjourned.

(d) Place of Meetings. Unless a resolution of the board of directors, or the written consent of all
directors given either before or after the meeting and filed with the secretary, designates a different place
within or without the State of Delaware, meetings of the board of directors, both regular and special, shall
be held at the corporation's offices at 100 N.E. Adams Street, Peoria, Illinois.

(e) Participation by Telephone. Members of the board may participate in a meeting through use of
conference telephone or similar communications equipment, so long as all members participating in such
meeting can hear one another, and such participation shall constitute presence in person at such meeting.

(f) Quorum. At all meetings of the board one-third of the total number of directors shall constitute a
quorum for the transaction of business and the act of a majority of the directors present at any meeting at
which there is a quorum shall be the act of the board of directors, except as may be otherwise specifically
provided by statute or by the certificate of incorporation. A meeting at which a quorum is initially present
may continue to transact business notwithstanding the withdrawal of directors, if any action is approved
by at least a majority of the required quorum for such meeting. Less than a quorum may adjourn any
meeting of the board from time to time without notice.



Section 3. Action Without Meeting.

Any action required or permitted to be taken by the board of directors may be taken without a meeting if
all members of the board consent thereto in writing, and the writing or writings are filed with the minutes
of the proceedings of the board.

Section 4. Compensation of Directors.

The directors may be paid such compensation for their services as the board shall from time to time
determine. Directors who receive salaries as officers or employees of the corporation shall not receive
additional compensation for their services as directors.

Section 5. Committees of the Board.

There shall be such committees of the board of directors each consisting of two or more directors with
such authority, subject to applicable law, as a majority of the board shall by resolution determine.
Committees of the board shall meet subject to the call of the chairman of each committee and shall
prepare and file with the secretary minutes of their meetings. Unless a committee shall by resolution
establish a different procedure, notice of the time and place of committee meetings shall be given by the
chairman of the committee, or at his request by the chairman of the board or by the secretary or an
assistant secretary. Such notice shall be given to each committee member personally or by mail,
messenger, telephone or telegraph at his business or residence address at the times provided in subsection
(b) of Section 2 of this Article for notice of special meetings of the board of directors. One-third of a
committee but not less than two members shall constitute a quorum for the transaction of business.
Except as a committee by resolution may determine otherwise, the provisions of Section 3 and of
subsections (c), (d) and (e) of Section 2 of this Article shall apply, mutatis mutandis, to meetings of board
committees.

Article IV
Officers
Section 1. Officers.
The officers of the corporation shall be a chairman of the board, who shall be the chief executive officer,
one or more group presidents, one or more vice presidents (one of whom shall be designated the chief
financial officer), a secretary and a treasurer, together with such other officers as the board of directors
shall determine. Any two or more offices may be held by the same person.

Section 2. Election and Tenure of Officers.

Officers shall be elected by the board of directors, shall hold office at the pleasure of the board, and shall
be subject to removal at any time by the board. Vacancies in office may be filled by the board.

Section 3. Powers and Duties of Officers.

Each officer shall have such powers and duties as may be prescribed by the board of directors or by an
officer authorized so to do by the board.



Section 4. Compensation of Officers.

The compensation of officers shall be determined by the board of directors; provided that the board may
delegate authority to determine the compensation of any assistant secretary or assistant treasurer, with
power to redelegate.

Article V
Indemnification

The corporation shall indemnify to the full extent permitted by, and in the manner permissible under, the
laws of the State of Delaware any person made, or threatened to be made, a party to an action or
proceeding, whether criminal, civil, administrative or investigative, by reason of the fact that he, his
testator or intestate is or was a director or officer of the corporation or any predecessor of the corporation,
or served any other enterprise as a director or officer at the request of the corporation or any predecessor
of the corporation.

The foregoing provisions of this Article V shall be deemed to be a contract between the corporation and
each director and officer who serves in such capacity at any time while this bylaw is in effect, and any
repeal or modification thereof shall not affect any rights or obligations then existing with respect to any
state of facts then or theretofore existing or any action, suit or proceeding theretofore or thereafter brought
based in whole or in part upon any such state of facts.

The foregoing rights of indemnification shall not be deemed exclusive of any other rights to which any
director or officer may be entitled apart from the provisions of this Article.

The board of directors in its discretion shall have power on behalf of the corporation to indemnify any
person, other than a director or officer, made a party to any action, suit or proceeding by reason of the fact
that he, his testator or intestate, is or was an employee of the corporation.

Article VI
Miscellaneous

Section 1. Record Date.

(a) In order that the corporation may determine the stockholders entitled to notice of or to vote at
any meeting of stockholders or any adjournment thereof, or entitled to receive payment of any dividend
or other distribution or allotment of any rights or entitled to exercise any rights in respect of any change,
conversion or exchange of stock or for the purpose of any other lawful action, the board may fix, in
advance, a record date, which shall not be more than sixty (60) nor less than ten (10) days prior to the date
of such meeting nor more than sixty (60) days prior to any other action. If not fixed by the board, the
record date shall be determined as provided by law.



(b) A determination of stockholders of record entitled to notice of or to vote at a meeting of
stockholders shall apply to any adjournment of the meeting unless the board fixes a new record date for
the adjourned meeting.

(c) Stockholders on the record date are entitled to notice and to vote or to receive the dividend,
distribution or allotment of rights or to exercise the rights, as the case may be, notwithstanding any
transfer of any shares on the books of the corporation after the record date, except as otherwise provided
by agreement or by applicable law.

Section 2. Stock Certificates.

(a) Every holder of shares in the corporation shall be entitled to have a certificate signed in the name
of the corporation by the chairman of the board or the vice chairman or a vice president and by the
treasurer or an assistant treasurer, or the secretary or an assistant secretary, certifying the number of
shares and the class or series of shares owned by the stockholder. Any or all of the signatures on the
certificate may be a facsimile. In case any officer, transfer agent or registrar who has signed or whose
facsimile signature has been placed upon a certificate shall have ceased to be such officer, transfer agent
or registrar before such certificate is issued, it may be issued by the corporation with the same effect as if
such person were an officer, transfer agent or registrar at the date of issue.

(b) The corporation may issue a new share certificate or a new certificate for any other security in
the place of any certificate theretofore issued by it, alleged to have been lost, stolen or destroyed, and the
corporation may require the owner of the lost, stolen or destroyed certificate or the owner's legal
representative to give the corporation a bond (or other adequate security) sufficient to indemnify it against
any claim that may be made against it (including any expense or liability) on account of the alleged loss,
theft or destruction of any such certificate or the issuance of such new certificate.

Section 3. Corporate Seal.

The corporation shall have a corporate seal in such form as shall be prescribed and adopted by the board
of directors.

Section 4. Construction and Definitions.

Unless the context requires otherwise, the general provisions, rules of construction, and definitions in the
General Corporation Law of Delaware shall govern the construction of these bylaws.

Section 5. Amendments.

Subject to the provisions of the certificate of incorporation, these bylaws may be altered, amended or
repealed at any regular meeting of the stockholders (or at any special meeting thereof duly called for that
purpose) by a majority vote of the shares represented and entitled to vote at the meeting; provided that in
the notice of such special meeting notice of such purpose shall be given. Subject to the laws of the State
of Delaware, the certificate of incorporation and these bylaws, the board of directors may by majority
vote of those present at any meeting at which a quorum is present amend these bylaws, or enact such
other bylaws as in their judgment may be advisable for the regulation of the conduct of the affairs of the
corporation.



EXHIBIT 31.1

SECTION 302 CERTIFICATION

|, James W. Owens, certify that:

1.

2.

| have reviewed this quarterly report on Form 10-Q of Caterpillar Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report;

The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and we have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

b) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

C) disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the
registrants most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of registrant's board of directors (or persons performing the equivalent
function):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information;
and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Chairman of the Board and

May 6, 2004 /sl James W. Owens Chief Executive Officer

(James W. Owens)



EXHIBIT 31.2

SECTION 302 CERTIFICATION

, F. Lynn McPheeters, certify that:

1.

2.

| have reviewed this quarterly report on Form 10-Q of Caterpillar Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report;

The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(¢)) for the registrant and we have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

b) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report; based on
such evaluation; and

c) disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the
registrants most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of registrant's board of directors (or persons performing the equivalent
function):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information;
and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal controls over financial reporting.

May 6, 2004 /s/ F. Lynn McPheeters Chief Financial Officer

(F. Lynn McPheeters)



EXHIBIT 32

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of Caterpillar Inc. (the "Company") on Form 10-Q for the period ending March 31, 2004 as
filed with the Securities and Exchange Commission on the date hereof (the "Report"), the undersigned hereby certify pursuant to
18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of our
knowledge:

(1 The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities and Exchange Act of 1934;
and
2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of

operations of the Company.

Chairman of the Board and
May 6, 2004 /s/ James W. Owens Chief Executive Officer
(James W. Owens)

May 6, 2004 /sl F. Lynn McPheeters Chief Financial Officer
(F. Lynn McPheeters)

A signed original of this written statement required by Section 906 has been provided to Caterpillar Inc. and will be retained
by Caterpillar Inc. and furnished to the Securities and Exchange Commission or its staff upon request.
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